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Beware the Smile 


ae Blockade of Berlin was lifted by the Soviet authorities at 00,01 

hours on Thursday of this week, nearly a year after it: was first 
imposed. There is no room for doubt that this is a spontaneous 
withdrawal and that the western powers have won the cold battle: of 
Berlin. It is both a political and a technical victory. It has been won by 
inflexible firmness combined with great material achievement. The 
Americans and British in Berlin made their terms—no discussion of 
German problems with the Russians until the blackmail of the blockade 
was lifted—and they stubbornly kept to them. For this, the greatest 
share of the credit goes to General Clay, who was confident and deter- 
mined even when other western heads were shaking. But firmness would 
not have been enough without the air lift. The operation has been a 
brilliant success, both from the practical point of view and as a builder 
of prestige for the west. In the period of the blockade, over 1,500,000 
tons of food, coal and other supplies have been flown in to the 
beleaguered 2,500,000 inhabitants of western Berlin. The American 
air force has been responsible for over three quarters of this total, though 
it has been supported without stint by the RAF. The process has been 
smooth and apparently effortless, and it is certain that the» Russians 
never believed it possible. The testing period of autumn and winter is 
over, and with spring Moscow acknowledges a defeat. 

Nevertheless, this first clear victory in the cold war is being strangely 
misinterpreted in the western countries. The western sectors of Berlin 
are still, as they have always been, an anomaly. Last spring they repre- 
sented weak outposts dangerously far removed from a strong base. That 
is what they still are, though the base is a bit stronger. Intrinsically, 
Berlin is no better a capital for Germany than Frankfurt, and the western 
Powers could have given it up without grave loss if it had not become the 
object of a vital trial of strength, The importance of the successful 
defence of Berlin does not lie in any prize that is to be found in that 
city, nor yet in any strengthening of the western strategic position 
in Germany—from that point of view the occupation of Berlin is still, 
as it always has been, a weakness. The importance of the victory lies 
in its effect in western Germany. The Bonn Constitution, with the 
promise that it holds out of real progress in the reconstruction of demo- 
cratic life in Germany, would never have been adopted if the air lift 
had not given confidence to the originally hesitant Germans that the 
balance of power lay with the west. 

Another misconception is that the Russian retreat in Berlin is any- 
thing more than a tactical move. The cold war continues. There is 
not the slightest sign that the Kremlin is prepared to change its major 
strategy or abandon its ambitions in Europe. The tactics of the blockade 
went awry, because of both the air lift and of the counter-blockade, which 
has caused serious damage to the economy of the Soviet sphere ; but 
Moscow’s ultimate aims remain the same. It would be unwise to think 
that, because Mao Tse-tung is gaining an unexpectedly quick victory 
in China—a country that is incomparably less valuable to the Soviet 
Union than Germany, either economically or strategically, for offence or 
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defence—the Moscow strategists are prepared to abandon Ger- 
many to the west. To them, despite western protestations, the 
Ruhr will always’ be a potential arsenal and German manpower 
so many hundred potential divisions. It is only a cold battle 
that has been won ; the cold war goes on as before. 

But perhaps the most peculiar misreading of the lifting of the 
blockade is to think that it creates a favourable opportunity for 
offering protestations of goodwill—accompanied, of course, by 
concessions—to the Russians. If the victory at Berlin proves 
anything it is that the way to deal with the Russians is to make 
stiff terms and to stick to them inflexibly. The western powers 
always said that they would meet the Russians to talk about the 
future of Germany if the blockade was called off, so that no 
weakness can be read into the summoning of the Council of 
Foreign Ministers as such. But an agreement to meet the 
Russians does not mean—and must not mean—a willingness to 
concede anything whatever to their demands in respect of Ger- 
many. There is considerably less than no reason at all why the 
western powers should now be willing to accept any of the 
Russian policies that they rejected last time the Council of 
Foreign Ministers met. On the contrary, their firmness is now 
justified up to the hilt. 


* 

It would be pleasant to be quite sure that this is clearly 
understood in Washington, in London and above all in Paris. 
Perhaps it is ; the semi-official reflections of the prevailing mood 
in the State Department and the Foreign Office are uncom- 
promising enough. And yet it is difficult not to feel a little 
nervous. For at long last the Soviet leaders have made a clever 
move. A glance back over the last two years shows very 
clearly what havoc they could have caused in the western ranks 
if they had tried to lull and appease public opinion in the United 
States—indeed, throughout the west—instead of frightening it. 
Last year, they speeded the passing of ERP through Congress 
by the Czech coup and the French strikes ; this year they are 
bringing the western powers to a conference on a general settle- 
ment of Germany while Congress is still debating the need 
for the Atlantic Pact and over $4 billion for a second year of 
ERP. There is a grave risk that the atmosphere in Paris may 
be one of Muscovite peace and goodwill. Already Mr Stalin’s 
famous smile is beaming as it did when President Roosevelt and 
Mr Churchill accorded him half Europe at Yalta. Already, 
too, President Truman has declared that the Russians are acting 
in good faith, and Mr Bevin has stated in Berlin that he looks 
forward to the conference as a step towards a general settle- 
ment that may lead to two hundred years of peace. Past occa- 
sions when British Foreign Secretaries have evoked the Golden 
Age have been so regularly followed by first-class diplomatic 
defeats that it is natural to feel a little apprehensive. 

Apart from the statements from President Truman and Mr 
Bevin, misgiving is aroused by the effort that has been made to 
prove that the western powers, in their preliminary discussions, 
are not “ganging up” on Russia. Why should the west not 
“gang up” ? Mr Vishinsky should be warned in advance that 
it is no use his attempting to carry on Mr Molotov’s dividing 
tactics. That he will make every effort to deal with the Ameri- 
cans direct may be assumed, since Stalin’s message to President 
Truman in the New Year, and the exchanges in the last few 
months at Lake Success, have given clear evidence that it is 
Russian policy to freeze out the United States’ allies. To 
counter such attempts, the leaders of the free world should 
“gang up” as firmly and precisely as possible. 

* 


The crux of the whole question of relations with Russia lies 
in Germany ; to that all else is, and will remain, subsidiary. The 
briefest survey of the state of affairs in Germany as it stood a 
few weeks ago and as it stands today is enough to show both 
why the Kremlin abandoned the blockade and what doubts that 
action has already cast upon western policy. The situation in 
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the west of Germany a month ago was clear-cut and progressive. 
A western German democratic constitution and government 
were in process of formation, though ineptitudes on both ‘the 
German and Allied side were making the process 

slow. The Bonn politicians of the Right, thcugh they had 
dallied with emissaries from the Soviet zone, had rejected the 
invitation for joint talks on an all-German constitution extended 
by the Communist-dominated People’s Congress in the East 
The Ruhr Statute had established the rules for western control 
over the Ruhr, with provision for German participation. The 
Occupation Statute was finally agreed, safeguarding the poli- 
tical liberties of the Germans, and bringing western Germany 
into the Organisation for European Economic Co-operation as a 
full member. The Council of Europe was about to be formed, 
providing for the future participation of Germany. The 
Atlantic Pact was signed (though not yet ratified by Congress), 
Vague reports must have reached Moscow regarding the possible 
future inclusion of Germany in the Pact ; and in the meantime 
the American base in that country appeared likely to be further 
extended, With the new currency and a flow of imports under 
ERP and relief grants, western Germany was making astonishing 
economic progress. The drift of factories and skilled personel 
from Berlin and the eastern zone added to the glaring contrast 
in well-being with the Soviet East, which had not failed to 
impress the German workers. In short, it was clear that Russia 
must move soon if the battle of Germany was not to be lost 
altogether. 

The Kremlin obviously hopes to regain at the council table 
some of the ground that has been lost in the past year. The 
probability is that the golden prospects of “ German unity” and 
of the mutual withdrawal of the occupying armies will be 
dangled before the world. The aim is to force the western 
powers at least to hesitate by offering them immediately what 
they have repeatedly declared to be the eventual aims of their 
policy. Meanwhile these promises will be used as propaganda 
to draw away the hopes of the Germans from the west to the 
east. Both “unity” and “evacuation,” of course, are traps, 
for the western Germans as well as for the occupying powers. 
The western powers mean by unity a unified democratic 
Germany—that is, the absorption of the eastern zone within 
the structure now being built up at Bonn. The attractive 
power of conditions in the western zones is so strong that this 
must eventually come about. But to accept Soviet-style “ unity” 
now would not be a step towards this goal but away from it, 
since it would mean carte blanche for Soviet interference and 
Communist infiltration in the three western zones, without any 
effective counter in the Soviet zone. 

“ Evacuation ” is a similar trick. A mutual withdrawal of 
occupying forces today would mean surrendering Germany 10 
the Soviet-trained armed police of the eastern zone, that is, to 
a Communist police-state, with the Red Army itself just over 
the frontier, but the Americans back across the ocean. Evacue- 
tion will not be safe until there is a German Government capable 
of maintaining the rule of law in the whole of Germany, and 
until Europe is so settled that it no longer needs the assurance 
that the presence of American troops on the continent provides. 


* 


These arguments are, of course, well known, and it may seem 
unnecessary to restate them. But it would be wise not 
underestimate the pressure that will be put on the westem 
negotiators at Paris. There will be the not inconsiderable 
pressure of the world-wide Communist “ peace” offensive, 
with its 

Quips and cranks, and wanton wiles, 

Nods, and becks, and wreathed smiles, 
which have already taken in a great many people in the ws 
who should know better. There will be the pressure of the 
Germans, who so long to have their country back to themselves 
that they will be sorely tempted to snatch blindly at whatevet 
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gems to promise it most quickly. And there will be some settled and endanger all that has been accomplished in the 
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people in the world who are at a very low nutritional level up 
to even an adequate standard within the next 25 years the pre- 
war food supply would have to be doubled.” This may well 
be true ; it is a dreadful state of affairs. But it is no worse than 
it used to be—except for the effect of the war’s disturbances, 
which can be expected to be put right very soon. Indeed, if 
world food production has now got up to §0 per cent of what 
a modern nutritionist would regard as an adequate standard, 
that is probably far better than has ever been achieved before. 
“The poor always ye have with you” ; it is a regrettable fact, 
but the rediscovery of it does not by itself constitute proof of 
an impending world crisis. The real point at issue is not 
whether the world’s food supply is ample or not, but whether 
it is getting scarcer. If it is no worse than it has long been, 
then most men will continue to believe that there is hope for 
mankind. 
* 


The food-producing capacity of the world is declining. The 
chief evidence produced for this assertion concerns the danger 
of soil erosion. It is true that fertile lands can turn into deserts ; 
it has happened. It is true also that there has been plenty of 
wasteful farming in recent years, especially in North America. 
Everybody is familiar with the stories of the Dust Bowl of the 
1930s in the United States. But the picture has been vastly 
overdrawn. The Dust Bowl is now growing much more wheat 
than ever it did before it heard of soil erosion. The annual 
crop in the three states of Kansas, Oklahoma and Texas was 
204 million bushels in 1924-26, 210 million bushels in the 
decade of the 1930s and 349 million bushels in 1944-46. 
Weather plays a part in this, of course, but the growth in the 
figures is enough to dispose of the suggestion that soil erosion 
leads to lower food supply. Moreover, the very fact that soil 
erosion is so much talked about means that it is being effectively 
tackled. As Sir John Russell says, “soil erosion is no longer 
the menace that it was.” 

There is still less evidence for the wider statement that the 
world was only kept alive in the nineteenth century by the 
exploitation of vast virgin lands and that there are no more 
such potential sources of food left to tap. Various experts have 
estimated that about 30 per cent of the land surface of the 
globe is climatically suited for food production, that about 
10 per cent of it is actually so used, and that about 4 per cent 
is actually used for human food crops. The possibilities of 
irrigation are still immense. Moreover, even the land that is 
now farmed could produce very much more food than it does. 
The application.to the whole world of the farming standards 
that now prevail in the most efficient countries could probably 
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produce that doubling of the food supply of which Mr Hunley 
writes so despairingly. And behind present practice lie the 
unexplored frontiers of science ; the art of artificially sti 
fertility is still in its infancy. Last time there was an authorita. 
tive prophecy of starvation, in 1898, the prophet himself, Sir 
William Crookes, provided the remedy in the fixation of atmo. 
spheric nitrogen. Some biologists believe they are on the brink 
of still more far-reaching discoveries. 


* 


The food producers are eating their own food. During the 
war years, this has been at least partly true. But in some 
countries (e.g., Australia) it was mainly due to the shortage of 
transport and, with the disappearance of this difficulty, plans 
are being laid, and can be carried out, for larger exports than 
ever. In other countries, the larger domestic consumption of 
food is not the cause of the scarcity of food but—paradoxically— 
its consequence, Argentina is a good example of this. The 
world-wide wartime scarcity of food put up the prices of 
Argentina’s exports. The prosperity brought by this spread 
all over the country and led to an improvement in the diet of 
the urban populations. This is equivalent to the well-known 
phenomenon that farmers consume more on the farm when 
prices are high than when they are low. The prosperity of 
Argentina is still based on primary production, and as the 
exceptional sellers’ market ends, the Argentines will be able to 
afford to eat less of their own meat. 

The general long-term argument, however, is that all over 
the world countries which were formerly content to be primary 
producers are industrialising themselves and that this will lead 
to less food production. It is true that they are industrialising 
themselves and that there is a-steady drift of population from 
the countryside to the towns. But so there has been since the 
world began, and it has been accompanied by a steady rise, 
not a fall, in the output of agriculture. Even in England, in 
spite of the much publicised century-long neglect of agriculture, 
the net output of British farms in 1938 was almost certainly 
higher than it was a century before. Those who believe that 
the industrialisation of the world will mean less food grown, 
and less food exported, might be asked to produce some 
examples of where this has happened—not in isolated years 
but over a long period. They will be very hard put to it to find 
any. 

* 


The swarming populations of the East will eat ali the food. 
The neo-Malthusians write of the rise in the world’s population 
as if it were something new. In point of fact, there is reason 
to believe that the world’s population is now rising at a slower 
rate than formerly, not a faster. But in any case it is desirable 
to be quite clear-headed about the consequences of large popula- 
tions in the East. The people of, say, China, can secure food 
from the rest of the world—that is, they can be a factor in the 
world market—on one of two conditions. Either they can be 
the recipients of large-scale and continuous charity from the rest 
of the world. Or they can buy the food they want by selling 
to the food producers something that they (the food producers) 
want. Of the first, there is really no sign. That may be 
regrettable, but it is undeniably so. The existence of FAO does 
not mean that the food producers of the world are going © 
give their food away, in large quantities and continuously. 
Marshall Aid is an exception ; but it is on a small scale relatively 
to the world’s needs ; it is limited in time ; and it is done for 
a clear political reason. Of the second—the growth of salea 
exports from the hungry countries—there is equally little sigt. 
Yet trade, like electricity, must have a complete circuit ! 
it can flow. It is not enough to prove that there is food in om 
part of the world and hunger in another. Before trade 
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! a channel must also be provided back from the empty or will soon again be, “ soft.” The British market for food is 
; bellies to the full granaries. It will be said that to state this so still the largest part ofthe international market and reflects 
: bluntly is hard-hearted. _ Perhaps it is 5 but to pretend that a the general state of world demand and supply. That is why, 
. world-wide wave of sentimental humanitarianism (unbacked by when the effective demand for food in the world temporarily es 
: cash) will miraculously remove hard facts is merely soft-headed. exceeds the supply, as it always does in wartime, Britain feels 
fl There is indeed a real Malthusian problem in Asia. And it is the effects more sharply than other countries. But the argu- gig 
in Asia that it will have to be solved—by birth control, by ments indicated above amount to an expression of opinion that, aie 
gientific agriculture or by famine. before very long, the normal state of affairs will return and the : & 
¥ supply of food in the world market will show a chronic tendency #8 
to outrun the effective demand for it. If this is so, if the ae 
re Britain will not be able to pay for food imports. This is, pressure on the market comes—as is normal—from the sellers, aig 
. indeed, a real possibility. But it is no longer a problem of _ it is very difficult to believe that Britain will not find means of Be 
of biology or of population ; it is our familiar friend the balance of paying for its requirements. d @ 
ns payments. It would be wrong to write anything here to under- In short, the reasonable man will do well to worry about the a 
n rate the gravity of the problem that faces Britain in the next British balance of payments. But it is a fairly safe prophecy aig 
of few years in balancing its international accounts. But perhaps _ that, in the world as a whole, the market in food will before long 4 ‘3 
~ it is permissible to say that, in the longer run, there is no reason _— revert to its traditional state of supply in excess of effective mtg 
De for despair, if only because there are great possibilities of demand. Man may blow himself up. But he will not starve nis 
of extending {ood supplies in the countries whose currencies are, himself to death. €40 
of . 4 
in 3 e,e 2 
: The Minor Authorities 
of 
he HIS week the electorate has gone to the polls to select average rural district. One reason for this lies in the endeavour 
to approximately one-third of the members of the councils of | of small towns and suburbs earlier this century to get control 
83 county boroughs, 309 non-county boroughs, 572 urban of their own water supply and sewerage by becoming separate 
jer districts. 28 metropolitan boroughs, and 475 rural districts. authorities. 
ry In addition, there have been elections for town and district Over the last few years, the minor authorities—which, what- 
ad councils in Scotland. To the friendly observer, the free election ever their inadequacies, are those closest to the people—have 
ng of such a vast number of variegated authorities may seem a__ lost control of services at a prodigious rate. Responsibility for 
= welcome reminder of the pervasiveness of the British demo- town and country planning, fire brigades, maternity and child 
he cratic tradition in local life. So to some extent it is. Yet it is welfare and other preventive health services has been transferred 
Se. .afair bet that most of those electors who have cast their vote, from them to the county councils. Many minor authorities have 
in let alone that much larger majority who have failed to do so, also been deprived of their police forces, of their gas and elec- 
Te, have little idea of the character or the functions of the authori- tricity undertakings, and of the administration of elementary 
ily ties for which they are ultimately responsible. This is not education. There has been some attempt to offset the resulting 
nat altogether their fault ; for English local government, like other loss of local interest by introducing schemes of delegation ; but , 
vn, things British, bears the puzzling impress of a casual and piece- it is only in respect of town and country planning and of i 
me meal development over many centuries. Moreover, recent legis- education in a few “ excepted districts” that any powers have e 
ars lation has transformed and weakened the small local authori- been delegated back to the minor authorities themselves. é i 
nd ties to an alarming extent. The disquieting thing is that English Elsewhere, the county councils have created special divisional § 


local government can no longer be said to make up in virility executives which are not proving much of a success in either an 
and variety what it lacks in logic and uniformity, administrative or a democratic sense. 

The 83 county boroughs are masters in their own houses— The list of services left with the minor authorities, though 
apart, that is, from the considerable control exercised by the Still long, does not make inspiring reading. It consists of 
Government. The other three types of authority—non-county housing, water supply, sewerage, refuse collection and disposal, 
boroughs, urban districts, and rural districts—divide responsi- Street lighting and cleaning, cemeteries, and a number of regula- 
bility for local services in their areas with the county councils, tory activities. In addition, the urban authorities provide allot- 
which were elected last month. Collectively, these three types of ments, libraries and washhouses, and look after minor streets. 
councils may be described as the minor authorities. They are There is nothing here, save housing, to inspire much passion 
not subordinate authorities in the continental sense, for although in the breast of the elector or councillor ; and, more important, 
they have recently become subject to county council super- the “human” services such as health, education, and social 
vision on some matters, they are in principle independent of the welfare—for which genuinely local administration has obvious 
county’s control and their officers jealously guard the right of advantages—are completely absent. Moreover, water supply— 
direct access to Government departments. It is at present mis- whose inadequacies make it an important service in rural dis- 
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to picture English local government as a hierarchy, tricts—is liable to be taken away from minor authorities what- : i tia 
although it is developing in that direction, The difference ever government is returned to power; and other services as » Bel a 

the three types of minor authority is no longer mainly well, such as libraries, and sewage and refuse disposal, may go :# i lad 
a matter of what functions cach performs, which are now the same way before long. There is no obvious democratic ¢ ee 
roughly similar, but relates to history and geography. The need for leaving services of a technical and engineering character ae fa 
borough enjoys a panoply and prestige, and a freedom from with the smaller councils, if the larger councils can perform Ba 
extinction or amalgamation at the hand of reforming Commis- them better. It will become increasingly hard to recruit good ty 
sions, which is denied to the lowlier urban or rural district. In professional staff to authorities whose work and standing is so at a: | 
consequence, some of these boroughs are as tiny and inefficient obviously on the decline. ' Dwindling responsibilities must have vg} 
a they are ancient and venerable. Many rural districts cover a a depressing effect alike on officials, councillors, and the local = 
wide area and appear as remote authorities to their constituent electorate. amagog IgE. ' | 

ishes, while in contrast the average urban district is not only In face of this situation, it might be argued with a fair show 
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Very small in size but has actually a smaller population than the of logic that the 1,374 minor authorities have outlived their 
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‘usefulness and are not worth the expense of their upkeep ; and 


that there would be a gain in efficiency and no appreciable loss 
to democracy if they were dissolved and their remaining func- 
tions handed over to the county councils. Such interest as the 
population has displayed in local government does not support 
this conclusion. The county councils, even allowing for last 
month’s improved showing, attract much less electoral interest 
than any other type of local authority. By contrast, urban 
districts and even (where there is a contest) rural districts tend 
to attract as high a poll as the all-sufficing county boroughs ; 
and the 1945 results actually showed the highest polls in small 
urban districts of under 5,000 population. Behind the inade- 
quate statistics of popular voting lies the truth that local govern- 
ment fails in its function in proportion as it recedes beyond the 
horizon of the local community. The wider the ambit of the 
Welfare State, the more necessary (yet harder to get) are sound 
local roots. 
x 


The only constructive policy is to seck for methods of 
reviving the minor authorities and of giving them more worth- 
while functions. The cause of their present decay is adminis- 
trative weakness. The average population of a non-county 
borough is 29,000, of an urban district 14,200, of a rural dis- 
irict 15,900 ; but many authorities in each class are a very long 
way below these averages, which are inflated by the large popu- 
lations of the minor authorities in the Greater London region. 
Administrative and technical factors increasingly require larger 
units, and the majority of the minor authorities do not possess 
the population or rateable value to discharge even their reduced 
functions with efficiency. Moreover, the existence of so many 
weaker brethren in each class of authority limits, and will limit 
further, the responsibilities Parliament can entrust to the class 
as a whole. Any effective reform, therefore, would have to 
reduce drastically, probably by a half or more, the total number 
of minor authorities and provide them with stronger and more 
uniform administrative resources. At the same time it would 
fail in its purpose if it cut away local roots, and made the minor 
authorities less responsible and accessible to their citizens. 


At first sight, this seems an insoluble dilemma. It need not 
prove so, however, so long as the traditional interests and dis- 
unctions of local government are not regarded as sacrosanct. 
Over most of England and Wales, the pattern of local govern- 
ment fs based on the nineteenth-century division of town and 
countryside. In numerous small towns there exist side by side 
two local government offices, one for the borough or urban 
district itself, the other for the surrounding rural district. If 
these two offices were merged, and a single composite authority 
put in their place, there would be a large gain in administrative 
ctliciency, and there would be no real weakening of democratic 
roots. The new authority would be little larger in area than 
the present rural district and certainly no more remote. In most 
areas there would be little danger of the countryside being 
swamped by urban influence ; and in any case the union would 
greatly assist the countryside financially and link it to its natural 
centre and focus. Moreover, where interests are markedly 
different, as over housing, separate committees could be esta- 
blished by the new council. 


This recipe is not applicable to the whole country. The large 
industrial conurbations present special problems, which have 
been exacerbated by the proliferation of small local authorities. 


‘There are, for instance, over 70 minor authorities operating 


within ten miles of Manchester’s borders, and altogether 89 
minor authorities in the West Riding of Yorkshire. In these 
populous regions, the number of local government units should 
be reduced much more drastically. In such an area a minor 
authority could be given a much larger population than in rural 
England without thereby becoming remote, and could be thus 
enabled to perform a wider range of functions. 
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It is an essential part of these reforms that the minor author}. 
ties should be given some share in the administration of the 
important social services from which they are now excluded 


This cannot be done in the same way, or to the same extent, in 
all parts of the country. In the populous industrial reg; 


the reformeS minor authorities should be strong enough to 
operate such serviees as primary and secondary education and 
maternity and child welfare in their own right. Over mog 
of the country, however, their participation in such services 
would only be possible through schemes of delegation which 
as the Boundary Commission has suggested, would best ™ 
drawn up separately for each county. There is no real objec. 
ton to injecting greater flexibility into local government, once 
the old shibboleths about areas and functions have been 
discarded. 

The Local Government Boundary Commission is at present 
reviewing the areas of minor authorities throughout England 
and Wales. It is badly handicapped in its task, both by 
ignorance of what the Government will decide to do about the 
proposals it has already made for the major authorities, and 
by the immunity accorded to non-county boroughs—which 
cannot be grouped with other units even if the borough council 
is willing, as in some cases it is. Progress towards reform 
is impossible while Ministers extol the principle of local self- 
government at official banquets and do nothing whatever to 
prevent the system itself from falling into decay. The minor 
local authorities, which have been undermined the most, are 
well worth preserving from a decline into ineffectiveness and 
insignificance. Here is the chance for a piece of solid and 
unspectacular reform which, for all its lack of vote-catching, 
is far more worth doing than most of the feverish legislative 
activities on which the Gevernment has embarked. 


The Frightful Hubbub 


The march of a large Russian army to support Ausiria 
against her own subjects—-the Hungarian declaration of inde- 
pendence—the declaration of the King of Prussia against the 
German Constitution and the Frankfurt Assembly, and his 
Majesty’s offer of assistance to the other States to stop the 
revolution in Germany—the concerted plan of the Kings of 
Prussia, Hanover, Saxony, and Bavaria, to dismiss their 
respective Chambers, and to govern in spite, rather than by 
means, of the people—are very seriously complicating the 
affairs of Germany and Europe, and hastening, we are afraid, 
a contest throughout the continent, like that in Hungary, 
between the people and their customary rulers. ... In addi- 
tion to the conflicts now raging between the people and their 
rulers, Europe is threatened with conflicts between different 
states ; and though England can happily, if she please, abstain 
from any direct concern in the frightful hubbub, she cannot 
escape a large share of the injuries it may cause.. . If we, 
as Englishmen, would, we cannot avoid taking a deep, though 
it be a selfish interest in the great events which are evidently 
hurrying forward abroad. 


* 


STRANGE SCENE IN A CHURCH.—On Sunday last at Fen 
Ditton, about two miles from Cambridge, in conformity with 
a sentence lately passed in the Arches Court by Sir Herbert 
Jenner Fust, a man named Edward Smith, a gardener and 
the village fiddler, was to stand and do penance in the parish 
church for having slandered the wife of the rector. Before 
the church doors were opened, about 3,000 people had col- 
lected, and upon their entrance commenced an uproar which 
continued throughout the proceedings. Bargees sat upon 
the screens, pipes were smoked, dog-fights got up, the 
officiating clergyman was jeered and pelted with hassocks 
other missiles, and the hero of the day vociferously ch 
In short the rector and his wife who were present, were 
to do penance instead of the delinquent. The day for such 
Punishment has evidently passed. 


Che Economist 


May 12, 1849. 
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NOTES OF 


On May sth the ten founder members of the Council of 
Europe—Britain, France, Italy, the Benelux countries, the three 
Scandinavian powers and Ireland—met together to sign the Statute 
of the new organisation. According to its terms, a Committee 
of Foreign Ministers or their deputies and an Assembly composed 
of representatives chosen by the governments will meet at Stras- 
pourg in August to discuss all matters of possible common«oncern 
with the specific exception of national defence. Decisions of 
substance can be taken in the Committee only on a unanimous 
yote. The Assembly, whose deliberations will be guided by 
the Ministers, can offer recommendations but has no other 
powers. Any European state accepting the principles of freedom, 
political liberty and the rule of law is eligible for admission to 
the Council and Greece and Turkey will take part in the first 
deliberations. 

The aim of this novel experiment in international co-operation 
js, as the preamble of its Statute states, to provide a sounding 
board for those who believe that 


for the maintenance and further realisation of these ideals {spiritual 
and moral values, personal freedom, the rule of law] and in the 
interests of economic and social progress, there is need of a closer 
unity between all like-minded countries of Europe. 
But as a sounding board, the Council faces two opposite dangers. 
There are, in the present state of world disillusion, few things 
more capable of generating cynicism than the enunciation of 
high-sounding platitudes. But “spiritual values, freedom and 
the rule of law” give rise to emptier rhetoric than almost any 
other high purposes to which mankind is nominally dedicated. 
Gales of hot air sweeping from a French provincial city would 
hardly strengthen and might conceivably blow away the whole 
idea of closer unity. 

The need at Strasbourg therefore will be to go beyond the mere 
repetition of ideals too general to command either opposition 
ot support. But then the contrary danger becomes apparent. 
Once the safe generalisations are left behind, the conflicts of 
interest emerge. The desire for unity in Europe is strong. So 
is the fear of its concrete implications. For instance, the French 
Economic Council has just voiced a strong protest against the 
proposed Franco-Italian Customs Union. The Assembly there- 
fore could become a sounding board chiefly for discordant 
voices if it moved beyond the area of the safe—and boring— 
generality. To avoid these opposite dangers, the need in 
the Council will be for wise and constructive leadership either 
by individual delegates or by a group ready to act together. It 
is unfortunate that there should be so few signs of that leadership 
appearing on the British side. The inclusion of members of 
the Opposition strengthens and diversifies British representation 
but does not, of itself, guarantee the leadership that will be 
required. 


* * * 


A German Constitution at Last 


At the eleventh hour the German politicians have realised 
that to possess a functioning government in western Germany is, 
in dealing with the Russians, to play from strength. On May 8th, 
after eleven months’ dragging talk and negotiation, a “ basic law ” 
for western Germany was adopted by 53 votes to 12 in the 
Parliamentary Council at Bonn. Nor were the delegates at Bonn 
content simply to complete the draft. Their anxiety now is to 

ing a governmental system into being. An interim “ executive 
committee” of eighteen members has been set up to act as a 
government in the interval which must elapse before a government 
based on fresh elections can come into being and the procedure for 
tatifying the Basic Law has been accelerated by eliminating the 
Proposed plebiscite and leaving ratification to the Lander govern- 
ments. There is now talk of elections within the next two months. 
The Basic Law upon which these elections will be based is, 
naturally, federal in character and large powers are reserved to 
the Lander governments and to the Bundesrat, which will be 
the'r federal organ. Nevertheless, a genuine compromise appears 
to have been reached on the really crucial issue—the division of 
ial and taxing powers between the federal government and 


the Lander. The Social Democrats, it will be recalled, asked that 


federal government should be in a position to apportion certain 
¢xpenditures—for example, for social services, or for work among 
millions of German refugees—among all the component 

er. This power was refused both by the Christian Demo- 
Stats and by the Americans and the French. Now, however, in 


THE WEEK 


Article 107, the central government is empowered to increase 
its normal revenues by taking a proportion of Lander revenue 
(of which the main part is drawn from income, inheritance, 
corporation and beer taxes) in order to cover special expenditures. 
The Christian Democrats have sought to safeguard the extreme 
Separatist point of view by insisting that the law authorising fresh 
central expenditure shall be agreed by the federal organ of the 
Lander, the Bundesrat. The Social Democrats in their turn feel 
that the’ sheer pressure of political, economic and social necessity 
will in fact give the central government the powers it needs. 

Even though no German politician accepts the new Basic Law 
as a final constitution, it will nevertheless provide the Germans 
with the framework of responsible government which could ulti- 
mately be extended to the whole of Germany. It is, therefore, 
all the more unfortunate that the federal capital should have been 
fixed at Bonn, which, unlike Frankfurt, can never hope to rival 
Berlin as the centre of a reunited Reich. 

So much for the Germans. Unhappily the western powers are 
not showing by any means the same sense of speed and purpose. 
Although it was a message from the Foreign Ministers’ meeting 
in Washington that paved the way for the final compromise 
between the Christian Democrats and the Social Democrats, this 
earlier spurt has not been followed up. At the time of going 
to press, the Military Governors have still not passed the German 
draft. More serious, the French are threatening to demand a 
number of modifications in the text, and to insist that the interim 
governmental committee shall only act with the eleven Minister- 
Presidents of the Lander. This delay is mortally dangerous. If 
French objections have the result that there is no government 
at Bonn by the time the Foreign Ministers assemble in Paris, 
the western powers will find their bargaining position very 
seriously reduced. : A 

* 


Impudence and Dignity 


The most important sections of the Ireland Bill are, from 
both the British and the Irish standpoints, those which give 
special rights to Irish citizens in the United Kingdom and its 
colonies. But when it came up for its second reading in 
the House of Commons on Wednesday, the flamboyant denun- 
ciation by the Irish Dail of the clauses which embodied in 
statutory form the British Government’s guarantee of the integrity 
of Northern Ireland focused the debate upon the old issue of 
partition. Mr Attlee, speaking with moderation but also with 
a certain asperity, showed how in the discussions at Chequers 
last autumn he had reminded Mr Costello that the Irish decision 
to break with the Commonwealth would damage rather than 
promote the unity of Ireland. 

I had to conclude that the Government of Eire considered the 
cutting of the last tie which united Eire to the British Commonwealth 
as a more important objective of policy than ending partition. 

In his affirmation that the United Kingdom would never agree 
to the absorption or federation of Northern Ireland into the 
Republic of Ireland without the consent of its Parliament, he 
was supported by the Conservatives, and only twelve oddly 
assorted members voted against the second reading. 

In contrast to the restrained atmosphere at Westminster, the 
politicians in Dublin have been vying with each other in hurl- 
ing vague threats of unrestrainable violence which have a dis- 
tinctly Fascist ring. But Hitlerian bluster will avail them little. 
Mr Costello told the Dail that “ we can hit Britain in her prestige, 
in her pride and in her pocket.” This is childish ranting ; the Irish 
have no power to do any of these things. The only place where 
the Irish have, in the past, been able to hit the British until it 
hurt was in the conscience, and that power they have now thrown 
away. Do the Irish never stop to ask themselves what has pro- 
duced the revolution in the British attitude towards Ireland ? 
They see a Labour House of Commons by overwhelming vote 
guaranteeing the Tory regime at Belfast. They see Catholic 
Members of Parliament supporting the Orange Order. They see 
ex-Home Rulers insisting on keeping Ulster in the United 
Kingdom. Mr Costello’s explanation of the phenomenon, that 
the British Government are bringing in the Ireland Bill “to 
snatch for themselves, in the coming election, some sort of 
advantage over their Tory opponents,” is merely silly. The plain 
fact is that the revolution in British policy which has lined the 
whole country up behind the Belfast regime is exclusively the 
work of the Dublin politicians themselves. Even in the Celtic 
twilight there must be intervals of lucidity sufficient for this very 
simple and obvious fact to become apparent. 
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Push for Shanghai 


After a pause, the advance on Shanghai continues, The 
Chinese Communist troops had by Wednesday driven to within 
twenty-two miles of the city on its landward side, and were nearing 
Woosung, the port below it and at the river’s mouth. Inland 
and farther south two other offensives have been resumed, one 
striking into Fukien province and the other farther inland into 
Kiangsi. The latter should encounter General Pai Chung-hsi’s 
Central China troops, who 
are said to be 500,000 
strong but to be moving 
south along the Canton 
railway. Added to the 
forces already in Kwan- 
tung province, they should 
still be in a position to pro- 
vide a bastion for Canton. 
But will they do so ? f 

Presumably the British | } SY. Sef 3 
authorities in Hong Kong ~ 32-/ " pone 
(the complacency of whose 
residents is described in 
an article on page 890) are 
beginning to feel that the 
bastion is dangerously un- 

° os «qe FRENCH 
steady, since British milh- mes 
tary and air reinforcements cuina f, 
have now been despatched —_ 
there and the local 
volunteer force is being strengthened. At Westminster, the 
British Government has once again affirmed its intention to hold 
and to look after “the territory for which we are responsible.” 
But how far has it weighed the strength of the Communist forces 
with which it will have to deal if the southern Nationalist armies 
also crumble, compromise or change sides ? 





(1D Communist nei¢ Ching’ 
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x * * 


Mr Strachey Hides the Truth 


It is time that the senior members of the Government took 
note of the growing protests about the manner in which Mr 
Strachey answers questions in the House of Commons about the 
progress of the East African groundnut scheme. From recent 
reports in the press it is known that a severe drought in Tan- 
ganyika has considerably damaged all crops, including, of course, 
the already problematic crop of groundnuts. From private corre- 
spondence that has been reaching this country it is to be feared 
that the local organisation of the Overseas Food Corporation is 
also in a pretty bad way. Blight has affected the spirits of the 
men on the spot as severely as the drought the crops. This is 
partly because of some ruthless dismissals without regard to con- 
tracts, which though probably justified have made many other, 
able, men look for new openings, partly because of the constant 
interference from the London board and partly because of the 
disgust that is felt at the calculated evasions that are made for 
political reasons. 

Both these points, the drought and the blight, were raised in 
the House this week, and once again Mr Strachey refused to 
give a straightforward answer. He admitted the drought; he 
admitted that the crop at Kongwa will be seriously affected ; but 
he refused to admit that his estimates, given in the debate on 
March 14th, of the contribution to be made to the margarine 
ration this year were now completely falsified. Instead, he made 
the statement, grossly insulting to the intelligence of his listeners, 
that the contribution “ will not be so large as it would have been 
if the crop had been larger.” Moreover, his quite irrelevant 
reference to the absence of drought in the Southern Province of 
Tanganyika, where not even clearing operations have been begun, 
much less planting, must have been intended to distract people’s 
attention from the serious position at Kongwa and Urambo. 

On the East African groundnut scheme Mr Strachey has, in 
fact, ceased to act as a responsible Minister. He has become the 
Overseas Food Corporation’s public relations officer, trying to 
gloss over its difficulties and mistakes. Nobody can be blamed 
for the drought, which is just one more addition to the ill fortune 
that has dogged the scheme from the beginning. But the public, 
whose money is committed up to the hilt, has a right to have a 
clearer statement on this year’s prospects than Mr Strachey 
deigned to give. It also has a right to be informed on the success 
or failure of the administration of the scheme. The public 
corporation is an experiment in colonial development, and Parlia- 
ment has a duty to the colonies concerned to watch how the 
experiment is working out. By his irresponsible performance 
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Mr Strachey has forfeited the confidence of the men on the job 
and of the public as a whole, Mr Attlee ought to consider w 

he ought to retain in office a Minister whose bearing is an affront 
to the integrity of the Government. 


* * 2 


Fresh Hope in Indonesia 


After weeks of disagreement a new accord, to be known as 
the Van Royen-Rum Statements, was reached in Batavia between 
the Dutch and the Republicans on May 7th. As a result, how- 
ever, Dr Beel, the Dutch High Commissioner in Indonesia, has 
sent in his resignation. The agreement is in the form of two 
statements made to the three-power United Nations Commission 
for Indonesia. In it, the Republican leaders have consented to do 
two things—to order the guerillas to cease fire and to attend q 
Round Table Conference at The Hague at a date in the near 
future but not yet specified. The Dutch statement is much longer 
but its most fundamental concession is to let the Republican 
leaders return to Jogjakarta, and to guarantee them appropriate 
facilities to operate once they get there. Other points on the Dutch 
side are that they will immediately discontinue their own mili 
operations, release political prisoners, refrain from establishing 
negaras (or autonomous federal areas) on former Republican 
territory—this is the point to which Dr Beel particularly objects 
to since he believes it will lose the confidence of the Federalists— 
permit Republican police to resume their functions wherever 
possible, and ultimately guarantee the Republic at least a third 
of the seats in the proposed provisional assembly for the whole 
of Indonesia. 

Is this after all nearly the end of this long and dangerous dis- 
pute ? Dr H. J. van Royen, the leader of the Dutch delegation, 
has commented that it “is the first step toward settlement of the 
Indonesian question.” He is probably right to emphasize a “first 
step”; there have been other first steps which have never been 
followed by a second. And there are still a hundred and one 
possibilities of a slip before the real goal of a United States of 
Indonesia (USI) is reached. As with the agreement in Germany 
to lift the Berlin blockade, the two parties to the dispute have 
in a sense done little more than painfully retrace their steps to 
the point at which they broke off negotiations several months ago. 
They have cleared the way for a re-opening of fundamental issues 
—how much power, for instance, will reaily be handed over to 
the USI, when will it be set up, and what part will the Republic 
play in it? These and other questions should form the agenda 
which The Hague conference will have to try to settle once and for 
all. If it does not, the present agreement will be no more than 
a breathing space. 

That being said, however, it is clear that the Dutch have been 
willing to gamble heavily on the hope that the Republicans will 
live up to their side of the bargain. The Netherlands cabinet 
is reported to have been unanimous in accepting the terms of this 
agreement ; that is almost certainly more than its troops on the 
spot will have been. And the Dutch deserve credit for the 
political courage they have now shown. For even continued good 
faith on the part of the Republican leaders is not the only risk 
being run. There is nothing in the Van Royen-Rum Statements 
themselves to re-establish the possibly much diminished authonty 
of the Republican leaders. It is all very well for Soekarno and 
Hatta to promise a cease-fire; but can they carry out their 
promise ? Soekarno is, personally, still the most influential man 
in the Republic ; but the task may be beyond the scope of amy 
one man. 


* * x 


Who Shall Have Jerusalem ? 


When Israel stopped fighting for more Lebensraum, and 
signed armistices, most people took its early admission to the 
United Nations for granted. In fact, the misgivings cver 
it to immediate membership proved much more widespread than 
its friends anticipated. Finally, it was admitted on Wednesday 
by a majority of 37 votes to 12. That misgivings about its entry 
still subsist was proved by the number of abstentions. 

Opposition to admitting it forthwith has been based on three 
grounds: that the Israelis have never purposefully pursued the 
assassins of Count Bernadotte (voiced by Scandinavia) ; that they 
refused to restore their homes to the Arab refugees (voiced by the 
Arab states), and that they have given no guarantee that they 
will acquiesce in the Assembly’s expressed intention to mitt 
nationalise the Jerusalem area. Here is the most widesprest 
source of doubt and uncertainty. Everyone knows that the I 
aspire to Jerusalem. If matters are allowed to slide and they ge 
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their way, some people fear the consequences on reiigious grounds, 
s because, morally speaking, the result would hammer another 
large nail into the coffin of the United Nations. 


|srael’s intention to “internationalise the Holy Places” was 
pledged by its representative at Lake Success on May sth, but 
this is not the same thing as to create an international enclave. 
There is a discrepancy, therefore, between the Israeli intention 
and the aim expressed by the Assembly in its resolution of 
December 11, 1948, in which it instructed its Conciliation Com- 
mission to work out “a permanent international régime ” for the 
Holy City. All that Israel has committed itself to doing is to 
antee the pilgrim a right to step across the threshold of an 
iaternationalised Church of the Holy Sepulchre, Mosque of Omar, 
or Church of the Nativity. The difference of view was manifest 
after an interview in New York last week between Dr Weizmann 
and Cardinal Spellman. After this exchange of views, Dr Weiz- 
mann spoke of a way “ cleared for a settlement,” vut the Cardinal of 
differences hanging “upon matters fundamental, namely whether 
the interhationalisation as agreed upon among the United Nations 
will be effected or evaded.” The answer to this unresolved 
question is quite simply that internationalisation will be evaded 
unless the United Nations takes some positive action in fulfil- 
ment of its declared intention. To admit Israel to membership 
before this has been done is to discard an ace. 


Meantime, at Lausanne, other good cards are likewise dropping 
fom Uno’s hand. Its Conciliation Commission, which has 
advanced some way towards promoting direct talks on a frontier 
settiement between Israel and individual Arab States, is to lose 
the services of its best Commissioner, Mr Mark Ethridge, because 
he must return to the United States for business reasons. Simul- 
taneously, the Turkish Commissioner, Mr Yalchin, is hoping to 
leave for a trip with a Turkish Parliamentary delegation. If its 
very members give this Commission so low a priority, what hope 
has it of working out a regime for Jerusalem ? The Israelis have 
but to bide their time and, here as elsewhere, they will get what 
they want. 


x * * 


More Food from Canada 


The new foed purchases from Canada, which were announced 
in Parliament this week, show that the Treasury is losing little 
time in using up its full quota of ECA funds for the quarter. 
The effect of suspending off-shore purchases of Canadian wheat 
was discussed in a leading article on page 847 of last week’s issue, 
and it was pointed out there that the immediate concern of the 
Treasury would be to find ways of spending the $70 million of 
Marshall Aid which had been earmarked for Canadian wheat, 
but which could no longer be used for that purpose. The new 
purchases include canned salmon—which until recently the 
British Government said it could not afford—apples, fruitpulp, 
a extra 100,009 tons of flour in lieu of wheat and some $10 
million of Canadian and American timber. Their cost is expected 
to amount to over $25 million. It has not been officially stated 
that these goods would be paid for by ECA funds. But as 
Britain must already find $70 million of earned dollars to finance 
the wheat contract until the end of the season, it would clearly 
not have undertaken these additional purchases without some 
assurance from the ECA authorities in Washington. This sup- 
Position is further borne out by the type of commodities chosen. 


But the fact that these additional purchases were the result 
of discussions between Mr C. D. Howe, the Canadian Minister 
of Trade and Commerce, and various British Ministers, shows 
ow important the British market is to Canada. The immediate 
Problem of finding the earned dollars to pay for Canadian wheat 
$a British responsibility, but Canada is vitally interested in 

ing a solution to the long-term problem of maintaining a high 
level of exports to European and sterling area markets. Mr 
e’s assurance that the Canadian Government would do 
everything in its power to overcome the financial difficulties 
of Anglo-Canadian trade was a recognition of this interest, and also 
of the fact that with a general election only six weeks away in 
it would be political suicide for the Liberal government 

to lose the confidence of the farmers, fishermen and lumbermen 
after seven years of abundant prosperity, have reason to view 

ture with increasing gloom. 


* * * 


Appeals Against Development Charges 
The House of Lords last week passed an amendment to the 
Tribunal Bill which raises an important matter of principle 
the citizen’s right of appeal. The Bill itself is a modest 
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affair which sets up a new tribunal, consisting of lawyers and 
valuation experts with an experienced barrister as chairman, to 
hear appeals on the amount of compensation for compulsory 
acquisition of land. The Bill also provides a right of appeal to 
the Lands Tribunal on the assessment of compensation claims 
under the Town and Country Planning Act, 1947. Their Lord- 
ships argued that it was equally reasonable and right for appeals 
to be made to the Tribunal against the amount of development 
charge fixed by the Central Land Board under the same Act ; and 
they inserted an amendment to this effect. At present there is no 
right of appeal against the assessments of the Central Land Board, 
which often involve very jarge sums. It is not the fault of the 
Board, but of the Planning Act, that the fixing of development 
charges at present follows rather arbitrary and experimental lines, 
and is accompanied by a good deal of haggling and inconsistency. 
The Board is attempting to evolve new principles of valuation, 
appropriate to the new conditions created ty the 1947 Act, but 
numerous cases—such as that of the club whose development 
charge was reduced from £60,000 to £35,000 at the first protest— 
show that these principles are anything but exact. The Board 
is continually tempted to charge what the traffic will bear; and 
this gives a general impression of unfairness and arbitrariness to 
its clients. Strangely enough, the Lord Chancellor ‘took the 
vagueness of the Board’s procedure as a reason for opposing the 
amendment. 

I have yet to hear anybody who has been able to define with pre- 
cision what a development charge is. I do not believe you can have 
an appeal of a quasi-judicial nature in regard to something which 
cannot be altogether defined. 

This is to make bad legislation the exct&e for bad administration. 
Because the whole concept of development charge is so vague, 
its fixing must, according to that view, be left to administrative 
discretion and cannot profitably be appealed against. But im fact 
the more arbitrary the administration of any measure, the greater 
is the need to provide some means of appeal to an independent 
tribunal, however difficult its task may be. The real lesson to be 
drawn from the Lord Chancellor’s defence is that the Government 
should not only accept the Lords’ amendment, but should also 
amend the main Act which begets so many difficulties, 


* * * 


Compromise on Italy’s Colonies 


There is now a chance, unexpectedly, that the future of 
Italy’s ex-colonies will be settled this year. The topic, which is 
stale on most counts, takes on a new importance for the British 
taxpayer ; at last, the caretaking operation for which he has been 
paying since 1944 may be coming to an end. If it does so, the 
first prize for contributing towards a desirable end must go to 
the Italian Foreign Minister, Count Sforza. It was the spirit 
of compromise that he displayed when in London last week that, 
married to Mr Bevin’s indefatigable readiness to make new 
suggestions, was the prime -factor in creating the chance of 
settlement. 


Previously, the matter was in debate at Uno and the outlook 
was black. For deadlock was complete between the Latin 
American bloc—unreservedly supporting Italy’s claims to total 
restitution—and the Arab states, backed by their friends in Asia 
and entrenched in hostility to any return to Italian management. 
Either group was strong enough to frustrate the two-thirds 
majority that is needed for a settlement. The Sforza-Bevin 
compromise proposal goes as far as is physically possible to offer 
sops to both schools of thought. By its terms Somalia would 
become an Italian trusteeship (no one else, except the Somali 
Independence Movement, wants this desert). The bulk of 
Eritrea would become part of Ethiopia subject to special safe- 
guards for the Italian population in the towns of Asmara and 
Massawa. The north western provinces, which adjoin the Sudan, 
are Moslem, and speak languages that are common to the neigh- 
bouring Sudanese districts, would pass to the Sudan. Libya, 
which is strategically by far the most important of the three 
territories, was the real stumbling block to compromise, and here 
the suggestion is as follows: the target is Libyan independence 
in ten years from now. Meanwhile, naica will be 
administered as a British trusteeship, and the = as a French 
trusteeship, while Tripolitania shall be slowly transferred, between 
now and 1951, from British to Italian trusteeship administration, 
the trustee being advised meanwhile by a commission consisting 
of British, Freach, American, Italian, Egyptian and local 
representatives. 

At Lake Success, where the Assembly’s political committee had 
abandoned its search for a formula, and had instructed a sub-, 
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committee of 16 merely to classify the degrees of agreement on 
existing draft proposals, a vote on the new suggestions produced 
eight votes in favour to five against, with three abstentions. This 
is no guarantee of a two-thirds majority in the Assembly, but the 
chances of this seem fair now that it is known that the four Latin 
American states on the sub-committee were among the eight 
affirmative voters. 

There may, however, still be a stumbling block in Rome. 
Only those who have lately been in Italy, or who read Italian 
newspapers, can have any conception of the prestige value which 
Italian public opinion has been taught to place on the recovery 
of uneconomic and expensive overseas dependencies. Count 
Sforza was bold when he agreed to return with the offer—meagre 
to many Italians—of Somalia now and Tripolitania later. He was 
greeted with volicys of catcalls from his opponents on both fianks 
and from the Roman press. But soberer Italians see that refusal 
to compromise will leave the territories in other hands. This is 
the line taken both by the Milan Corriere della Sera and the Turin 
Stampa. Possibly, business circles in the north realise that to 
take on more colonial commitments would be a financial burden 
that Italy cannot afford. Indeed, the chief anomaly in the whole 
projected settlement is that the territories—all of which need 
capital development—are going to administrators who cannot find 
enough capital for their needs at home. 


*x * * 
East-West Trade Riddle Again 


No time has been lost on even the barest of diplomatic 
pleasantries at Geneva where the fourth session of the United 
Nations Economic Corffmission for Europe opened last Monday. 
The Conference was no sooner under way than Mr Harriman, 
the chief American delegate, expressed the view that the failure 
of the eastern countries to expand food production was the prin- 
cipal reason why east-west trade was still at low ebb. 

Scarcely a length behind him came the Soviet delegate, Mr 
Arutunian, who asserted that Mr Harriman in proposing this 
recipe for trade between east and west was serving up the old 
colonial dish which would make the eastern countries mere 
“agricultural adjuncts” of the industrial west. The bulk of 
Mr Arutunian’s grievances, however, were directed at the export 
licensing system of the United States and the similar practices 
employed by Britain. It has long been the contention of Russia 
and the eastern states that the western ban on exports to the 
east of goods of military value is the chief obstacle to expanding 
trade between the two spheres. This issue will certainly form the 
rallying point for eastern delegations at the present session. 

It is well that these two fundamental questions—the character 
and the extent of east-west trade—have emerged with such speed 
and clarity. What can be done about them is less clear. Every 
report on the western plans for solvency makes more apparent 
their urgent need for a higher level of trade with the east, while 
each new political tension increases the reluctance to co-operate 
economically. Even so, the time has perhaps arrived when the 
east might ponder the advantages of becoming, like Denmark, 
highly mechanised producers of the food and raw materials which 
are so urgently needed in the west and which in return might 
induce a larger flow of machinery from the Marshall countries. 
So far the eastern plans call for only a small proportion of capital 
investment to be devoted to the expansion of agriculture. 

If the Economic Commission for Europe could promote closer 
economic co-ordination of this type between east and west, it 
would be performing a very great service indeed. The omens, 
however, are not good. The Executive Secretary, Mr Myrdal, 
protests that he can get the facts from neither side. The 
Americans will not disclose the nature of the banned articles to 
the Commission, nor will the east say what exactly it has been 
deprived of. 

Since the decisions that must be taken are in essence political 
it seems far more likely that any solution to the problem will 
come from Paris rather than Geneva. 

+ * * 


Sign of Health 


Housing is no longer a subject of acute political controversy, 
and a fairly even level of progress seems to be in sight. The 
diagram shows that the violent fluctuations which charac- 
terised some of the earlier rounds in the wrestling match between 
Mr Bevan and the Chancellor of the Exchequer are disappearing. 
The White Papers [Cmd. 7681 and 7682] showing progress for the 
first quarter of 1949 do, however, indicate some small but interest- 
ing changes of emphasis. In the first place, private enterprise is 
getting back a little, if only a very little, of its own. In England 
and Wales the number of houses for which licences were issued 
stood at 93,000 in December, 1948, and 100,000 in March, 1949, 
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while of these, 15,200 were under construction in March and 
11,400 in December. Compared to the 125,000 houses under 
construction by local authorities, this is, of course, stil} g very 
small proportion. 

Secondly, the efforts to restore the violent cuts of eighteen 
months ago still continue. While the number of houses completed 
and under construction during the first quarter of 1949 both fell 
slightly the number of houses started continued to rise, The Tea] 
test of ability for the controllers of the programme will be their 
Te TT eae eT ee 
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success in flattening out all three curves over the rest of this year, 
If house construction is really to conform with the pattern of the 
1949 Economic Survey the level of new construction cannot rise 


“much farther. 


As an earnest of good intentions about the future some satisfac- 
tion can be gleaned from the level of production of building 
materials. With the exception of bricks the chief building 
materials and components show a marked fall in output from 
1948. If it means a diversion of manpower to more essential 
industries this would be all to the good. Unjortunately this does 
not necessarily follow, but a more balanced output is at least 
the first step. 

In all 635,000 houses have now been completed (478,000 per- 
manent and 157,000 temporary). By new building, and the 
repairs and conversions of old ones 892,000 families have been 
rehoused and another 30,000 settled in requisitioned houses. By 
the early autumn the combined figure should be past the million 


mark. 
* * x 


The LCC Faces Its Critics 


Al a time when coercion and an indolent disregard for private 
opinion is far too frequent among public bodies it is gratifying 
when criticism causes the machine to halt and give some evidence 
that it is manned by human beings. The London County Council, 
as the result of criticism of its postwar housing schemes, has 
decided to face its critics and to stage an exhibition of its housing 
plans in County Hall. Criticism has centred on the schemes for 
flats, and in particular upon their architectural failings, compared 
to similar schemes carried out with much more imagination by 
other local authorities. The exhibition does little to counteract 
this criticism. Here and there in the smaller schemes, such as 
Kingswood Drive, Camberwell, or the three-storey combination 
of flats with maisonettes at Woodberry Down, Stoke Newington, 
there is evidence of a desire to create a building which it is 4 
pleasure to dwell in. Elsewhere, however, the appearance 0 
the flats alternates between huge monolithic cliffs, impressive but 
inhuman, or equally large blocks which are just plain dull, and 
almost as inhuman. 

The long, heavy balconies giving access to several flats are 
justified because their costs are lower than staircases which serve 
only two flats on each floor. But why must they be made to look 
like blobs of suet without any grace of line. It seems that the 
LCC’s architects have inherited all the defects of the Bauhaus 
school and few of its virtues. Moreover, is it really necessary 10 
build eight-storey flats as far out from the centre as Stoke New- 
ington ? The exhibition will give more fuel to the critics. Will 
the LCC take the still more admirable step of admitting the force 
of their criticism ? : 

* + * 


Management in Conference 


The British Institute of Management, now nearly two years 
old, is groping towards a definition of the “ science of manage 
ment.” The impression created by the Institute’s conference held 
at Margate last weekead was that management, as a whole, Is 





suggests t 
Committe 
intended 1 
few practi 
of a regul: 
jnto Main 
Nationa 
about cri 
informatic 
desirable 1 
matter. ‘T 
their firm 
co-operati 
will probs 
they shou 
argued th: 
authority 
disclosure 
governing 
in Britain 
be effectir 
is certain 
people int 
at least ir 
ordinarily 
be more | 





Fly 
Frat 
and 
man 
whe 
cont 
you 
Din. 
Maj 


$2 Hay. 





2SB5 286 


(e282 


vate 
ying 
nce 
ncil, 


sing 
- for 
ured 
. by 
‘Tact 
n as 
ron 
ton, 
is d 


but 
and 


are 


wea 


haus 


lew- 
Will 
orce 


THE ECONOMIST, May 14, 1949 


pot as clear about, or as interested in, the nature of its own 
fynction as is the case in, for instance, the United States. Among 
the many subjects discussed, the two which gave rise to most 
interest and revealed the greatest confusion were the questions 
of the efficiency of nationalised industries, and that of the dis- 
closure of financial information to employees, It is regrettable that 
the managements of nationalised industries are so tepid in their 
desire to make the Institute a forum in which they can compare 
the problems of private with public enterprise. The proposal 
for a periodic review ol efficiency or a “ management audit,” such 
a3 is often conducted by private firms, is beginning to attract 
considerable support. The conference, however, was unable to 
make up its mind whether there is any need for such an audit 
at all and, if so, whether it should be conducted by outsiders or 
from within the industry. The experience of the Coal Board 
suggests that internal examination is not enough. The Burrows 
Committee, mainly an internal body, which was presumably 
intended to fulfil this purpose, seems to have produced singularly 
few practical results, and it may be that something in the nature 
of aregular Royal Commission is required, to galvanise the Boards 
jnto maintaining an adequate level of internal efficiency. 

Nationalised industries tend to be far too much on the defensive 
about criticism, but they do at any rate have to disclose full 
information about their finances to the nation. Whether this is 
desirable in the case of individual units and private firms is another 
matter. The main arguments in favour of telling the workers about 
their firm’s costs and finances are that there can be no full 
co-operation without full confidence, and that, since the workers 
will probably get to hear a great deal in any case, it is better that 
they should be told authoritatively. On the other hand, it is 
argued that to tell the workers everything might tend to undermine 
authority and encourage impracticable demands. In France, full 
disclosure of financial information is obligatory under the laws 
governing the establishment of joint production committees, but 
in Britain it is firmly believed by both sides of industry that to 
be effective joint consultation must be spontaneous. One thing 
is certain: unless a management is prepared to take its work- 
people into its confidence on the financial well being of the firm— 
at least in so far as it concerns the trading position and matters 
ordinarily shown on the balance sheet—consultation will never 
be more than a stilted and unfruitful affair. 


883 
When Does Age Wither ? 


The Ministry of Labour has made an interesting and 
tantalising inquiry* into the arrangements for compulsory retire- 
ment in industry and commerce. It is interesting because it has 
attempted to find out the extent to which retirement is com- 
pulsory at a specified age, and, if so, at what age. It is tantalising 
because of two parallel and complementary sets of information that 
it does not reveal. In the first place it does not show at what age 
people retired in corresponding firms where no set retiring ages 
were laid down, which would have been valuable for comparison. 
Secondly, it does not show how far compulsory retirement was 
coupled with superannuation schemes. 


The returns covered some 470,000 clerical, technical and 
administrative staff and 1,500,000 manual workers. Though the 
samples taken do not permit of exact statistical comparison, 
considered as a whole they give a reasonably accurate general 


picture. As might have been expected, practice varies greatly. 


between the main groups of workers. Among those firms which 
employ large clerical and executive staffs, such as banks, insurance 
offices and public utilities, 75 to 80 per cent of the clerical and 
technical employees have fixed retiring ages and 90 to 9§ per 
cent of the non-clerical staff have similar schemes. In industry, 
building and road transport only about 25 per cent of the clerical 
staff had fixed retiring ages and less than 10 per cent of the 
manual workers. Large retail firms, including the co-operative 
societies, came about half-way between, with 50 per cent of all 
their workers retiring at fixed ages. The age of retirement also 
varies. For men 65 is the commonest retiring age, although in 
the black-coated employments nearly as many retired at 60. 
Among women nearly half those in industry and in shops coming 
under retirement schemes retired at 55, while in commerce nearly 
four-fifths retired at that age. 


The difficulties of an ageing population are closely related to 
the generally accepted habits of retirement. At the present time 
old-age pensions are payable at 60 for women and 65 for men, 
with a modest bribe to extend a working life by a higher pension 
when work ceases. At a time when the health and vigour of old 
people is increasing and their output is badly needed, there 


—- 


* Ministry of Labour Gazette. April, 1949. 








HOLIDAYS IN THE AIK 


Fly in the sound-proofed 4-engine luxury of an Air 
France 33-seater Languedoc, enjoy the French food 
and wine served aboard, compliments of the 
management, and you will know what we mean 
when we say that provided you travel Air France, a 
continental holiday begins at a British airport. Ask 
your ‘Travel Agent about Air France services to Paris, 
Dinard, the Riviera, Switzerland, Italy, Spain, 
Majorca and Corsica —from London, Birmingham, 
Manchester, Glasgow, Belfast. London-Paris £14.4.0 return. 
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appears to be no justification for compulsory retirement at §§ 
for women or 60 for men. What is wanted is some more flexible 
arrangement similar to the one which operates in the civil service. 
There men and women may both retire at 60 if employer or 
employed so desire, but the peried of service can be extended if 
both sides are agreeable. Between 60 or 65 and the age which 
shifts into the lean and slipper’d pantaloon 

there may be several years of useful service. 

n * a 
Contemplative Charity 


It is not often that the Courts are compelled to display in 
public the fetters which the past has riveted on their hands. 
At first sight, it would seem that a gift of money for the support 
of a Carmelite convent, an association of cloistered nuns who, 
by prayer, meditation and worship alone, hope to improve the 
world, would fall most easily into the category of effective legal 
charities. But the House of Lords has recently decided other- 
wise, and the logic of their decision is unshakeable, granted the 
premises from which it flows. 

The English law concerning what is a valid charitable gift is 
based on a Statute passed in the reign of Elizabeth, as interpreted 
by a long series of subsequent legal decisions. The Statute itself 
cannot be criticised on the grounds of bigotry—after all, during 
the reign of Elizabeth the religious war was colder than it had 
been before or was to become Jater—but the subsequent decisions 
are coloured both by the prejudices of the day and the natural 
habit of mind of lawyers. By statutory definition, a charity to 
be legally valid must be for the public benefit. By judicial inter- 
pretation, public benefit must imply some positive act which can 
be judged to be good or bad. By definition, again, the advance- 
ment of religion is a charity. By legal doctrine, the claims for 
any activity must be capable of proof in a court of law, and how 
can anyone prove in court that prayer alone provides any positive 
beneficial results in this world? So the courts have reached the 
inevitable conclusion that, although to leave money for the support 
of a dog’s hospital may result in a valid charity, to leave 
money to support the human soul by prayer alone is not. In 
the one case, you can swear an affidavit that the dogs 
have got better; in the other, a devil’s advocate would claim 


Letters to 


Conditions in China 


Sir,—Mr John Scott in his letter to you, published in The 
Economist of May 7th, has expressed his “ pain and surprise” 
because a newspaper correspondent criticised the spreading of 
optimism by the British Consul in Shanghai. Mr Scott’s approval 
(and the British Government’s decision) to keep the British 
Embassy in Nanking is equally surprising and painful to many 
Chinese. I find it surprising that Mr Scott upholds the view 
that Sir Ralph Stevenson should keep contact with the “de facto 
authorities ” while at the same time he seems to agree with the 
British Consul-General in Shanghai that the Chinese Communists 
are “ anti-Imperialist Moscow Communists.” Will this not dis- 
courage other governments which try to prevent their countries 
from falling victims to Communism, when they see that moral 
support is given rather to a powerful foe than to a weak friend ? 
Mr Scott also says that the life of British Ambassadors abroad 
may become “ peripatetic” if they should be recalled whenever 
fae government to which they are accredited is changed by 
revolutionary action. May I point out that the Chinese Central 
Government still exists, thus not necessitating a full withdrawal 
of the British diplomatic mission. 

I quite agree with your analysis of the position of the British 
Embassy in Nanking which you published under the heading 
“ Ambiguous Embassy in China.” It is indeed painful to see with 
what readiness our wartime Allies seem to leave our side for the 
sake of British business interests, even before the present govern- 
ment has fallen, and that in the face of Communist insults and 
attacks.—Yours sincerely, H. H. LianGc 

Emmanuel College, Cambridge 


Currency Adjustment 


Smr,—In_ your article on Currency Adjustment you mention 
the possibility of a recession in the United States. This, you 
argue, is a reason for devaluing sterling now, before it becomes 
politically unpalatable to the American public. 

“ You omit to mention that devaluation of all other currencies 
is likely to help bring on that very recession of which you speak, 
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that the world of human souls is steadily getting y 

If the law of charities were recast today, doubtless a thier 
of people would accept a community of cloistered nuns 
the categories of proper charities. Since the world js not 
on the basis of a belief in the immediate efficacy of igre 
where is the spirit of opposition to come from ? But the lew 
existence today dates from sterner times, times when 
meant more because there was less of it, when the judges felt 
that they had a positive duty to see that it was not wastefully 
tied up in Popish prayer-mongering but, instead, went out into 
the world to earn its keep and advance the interests of both 
individual and country. St. Paul might have appreciated the 
reasons advanced by the House of Lords but he would have put 
up a magnificent argument against them. 


Shorter Notes 


Sir Andrew Wright, at present Governor of Gambia, is to be 
the new Governor of Cyprus. Naturally, the Colonial Office 
must promote its faithful servants. And Sir Andrew has the 
advantage of knowing the island well. But he has vet to prove 
that he can bring to it the qualities of vision and imagination 
that are necessary for the handling of the vociferous extremists 
on either flank who are at present stultifying all chance of 
responsible government in Cyprus. 

* 


Three weeks after sweets rationing was abolished the sweet 
shops are as empty as ever tobacconists have been in the periods 
of cigarette shortage. A burst of buying in the first month was 
expected by the Ministry of Food, and allocations to manufac. 
turers were doubled in March in consequence. But the initial 
demand seems much greater than had been allowed for, and if it 
continues at the same level obviously shops will have to impose 
their own rationing. All this could, of course, have been avoided, 
to some extent at least, if only price control had been abandoned 
at the same time as rationing. It is strange that Mr Strachey 
considers that unofficial rationing, by the shopkeeper in the 
interests of the most favoured customer who is in most cases 
the most influential, should be so much more desirable than 
straightforward rationing by the purse. 


the Editor 


by reducing the demand for American exports. It would 
admittedly be presumptuous for the rest of the world to attempt 
to infiuence the American economy by deliberate policy; but 
would it really be wise to take any steps which would, in effect, 
augment existing deflationary tendencies in the American economy 
at a time when it is in a condition of precarious equilibrium? 
— Yours faithfully, P. H. A. Kenyon 
64, Fairacres, Roehampton Lane, 
London, S.W.15 


Ulster and Eire 


Sir,—May I add a footnote to Mr McElvaine’s letter in The 
Economist of May 7th? The clash is not even one of loyalties: 
it is a clash of politicians. Never in the last 35 years has the 
population of Southern Ireland been granted an electoral oppot- 
tunity of expressing its “loyalties ”°—a fact which has some 
relevance to the claim of its ruling sect to “represent the ovel- 
whelming majority of the Irish people.”—Yours faithfully, 

7 Braemar Park, Rathgar, Dublin ’ G. A. DUNCAN 


A Cassandra on Housing 


Sir,—The paragraph in The Economist last week under this 
head refers with respect to a number of assertions made in a 
article by Miss Bowley which are at least doubtful and from 
which she apparently proceeds to draw an equally dubious 
conclusion. : . 

Housing costs considered in isolation may appear high, It's 
commonly accepted, however, in the building industry that, when 
allowance has been made for the relatively greater use of timb 
in housing as compared with other forms of building, the me 
in the costs of house construction since 1938 is in line Wi 
the rise in costs of other forms of building. Moreover, S° 
as can be judged from the indices of prices shown in the oe 
of Statistics, building costs have risen at about the same 
as costs and prices in the general run of manufacturing scandatds 


The increase in housing costs arising from improved 


THe & 


of accor 
attacked 
building 
burden ” 
nine mo 
of a fall 
reduced, 
organisa! 

Miss | 
in the pr 
but it hi 
building 
the elde: 
than has 
proveme 
into acc 
building 
building 
materials 
by most 
in this | 
otal bu 
since the 
1939.—Y 


SiR,— 
conferen: 
interest ? 

No on 
Russian 
popularit 
compare 
and bad! 
produced 
on the € 

But af 
average | 
that ther 
Continen 
which s« 
French 
anyone | 
ordinary 
ments ; | 
the poor 
around i 
consider 
on the p 
the work 
for the a’ 
of a baffi 

During 
movemer 
counter-c 
posters v 
where, o 
well-to-d 
sentimen 


The F 


Sneed 


——— 
——_ 


| FO 
Ft 





Sts 


veet 


was 
fac- 


if it 
ned 


aSes 


ould 
mpt 


fect, 


im ? 
)N 


ties : 
; the 
ypor- 
some 
ver- 





que ECONOMIST, May 14, 1945 


of accommodation is a different story altogether and can be 
attacked as a separate issue. Apart from the question of standards, 
building, including housing, costs far from being a “rising 
burden” have remained practically stationary during the last 
nine months with signs in a number of places of the beginning 
of a fall. Prices of many materials and components have been 
reduced, labour productivity is undoubtedly rising and site 
organisation improving. 4 

Miss Bowley also maintains that there has been a marked fall 
in the productivity of building labour. This is generally accepted, 
but it has yet to be proved that the decline in productivity of 
building labour on work of new construction, after allowing for 
the elderly age distribution of building craftsmen, is any greater 
than has occurred in many other industries if the relative im- 
provement in capital equipment between 1939 and 1949 is taken 
into account. At bottom the decline in the productivity of 
building workers may not be due to anything peculiar to the 
building industry now that difficulties in the distribution of 
materials has been overcome, but to a general malaise shared 
by most workers arising from causes which cannot be discussed 
in this letter. Reference again to the Digest shows that the 
total building labour force has remained practically constant 
since the summer of 1947 and is almost of the same size as in 
1939.—Yours faithfully, ARTIFEX 


Partisans of Peace 


$ir,—As one who was in Paris during the recent “Peace” 
conference, may I submit a few observations which might be of 
interest ? 

No one should deceive themselves that Communism of the 
Russian type is not widely accepted in France; it is. And the 
popularity (and prosperity) of their daily newspaper L’Humanité 
compared with the moderate Socialist Populaire (thinly paged 
and badly printed) or with Figaro (de Gaullist and also badly 
produced) underlines the importance of the Communist following 
on the Continent, 

But after careful investigation of the living conditions of the 
average Frenchman (in Paris) one was driven to the conclusion 
that there is only one reason for Communism flourishing on the 
Continent—and that is the appallingly low standard of living 
which so many Frenchmen have to endure. Compared with 
French standards—we in Great Britain live in Paradise. Let 
anyone go into the “outer circle” of Paris; talk with the 
ordinary Parisien, find out how he has to live in ruinous tene- 
ments; pay fantastic prices for the necessities of life ; observe 
the poorly clad children; the number of women who shuffle 
afound in “ pantoufles” because leather shoes are £3 per pair ; 
consider the fact that there appears to be not the slightest effort 
on the part of the French Government to erect new houses for 
the workers anywhere, and then decide whether Communism is, 
for the average Frenchman an abstract ideology, or the cri de cur 
of a baffled, frustrated community of men. 

During my visit the luminaries of the British (orthodox) Labour 
movement were apparently engaged in helping to organise a 
counter-demonstration against the “Peace Congress,” and huge 
posters were being put up (especially near the Champs-Elysées 
where, of course, they would be particularly appreciated by the 
well-to-do) printed with large-phrased, nice, emotional, woolly 
sentiments about peace, democracy, liberty, all to be eloquently 
declaimed in a large hall of the Sorbonne. 

The Frenchman, I am convinced, is by nature and spirit, not 


BaF 
of Karl Marx, but he is suffering a malaise which is basically 
economic. The sooner *the blue-eyed orateurs of the British 
Labour Movement recognise this, drive it home to the French 
Government that one new t.ouse for a decent minded Frenchman 
is worth half a dozen new Avenues or fancy Musées de L’Art 
Moderne as an assurance of internal peace, the less shall we 
need to worry about Communism 4 la Russe.—Yours faithfully, 

St. Albans, Herts ARTHUR W. Hopkins 


Church and State 


S1r,—May I, as an Anglican, be allowed to make a few com- 
ments upon your article “ Church and State in England” in The 
Economist of April 3oth. 

While agreeing that the present restrictions upon ecclesiastical 
freedom are repugnant to the Christian conscience, especially in 
an age when the power of the modern state is continually increas- 
ing, I do not believe that the implications of disestablishment, 
even as an ultimate expedient, have been fully realised. 

The Archbishop of York speaking during the recent Session 
of the Church Assembly argued that a successful demand for 
disestablishment coming from the Church of England would be 
regarded by the outside world as a national repudiation of religion. 


He might have gone on to state that its consequences would 


gravely affect the moral validity of Anglicanism. 

One of the traditional strengths of the Anglican Church has 
been its consistent appeal to history, and history records, in the 
words of Sir Maurice Powicke that “ the one definite thing which 
can be said about the Reformation in England is that it was an 
act of State.” The initial impulse, unlike that on the Continent, 
was political not theological. 

Because of this unique development, the Church of England 
may today claim with truth that it sought from the beginning 
to be comprehensive, and despite many trials and difficulties, 
has largely succeeded in remaining so. That achievement is both 
its justification and its genius. Those Anglicans who recognise 
and cherish that genius are in duty bound to oppose any step 
calculated to diminish the essential status of their communion 
as a national Church.—Yours faithfully, RICHARD FEILDEN 

80 Royal Hospital Road, London, S.W.3 


Rebate on the Health Scheme 


S1r,—Most insurance companies give premiums to people who 
do not draw on their funds, and I venture to suggest that it would 
be in the interests of the national exchequer to do the same in the 
case of national health insurance. 

By dint of five minutes of exercise a day and cold baths, I have 
successfully kept the doctor away for many years, and as. others 
could doubtless do the same were they equally enterprising, I 
do feel that I am entitled to some rebate on what I contribute 
annually to the health service. 

Doubtless, such rebates would tend to deter many persons who 
at present occupy the time of the medical profession quite unneces- 
sarily, and they would, therefore, in the long run, reduce the 
contribution which it is necessary for the Exchequer to make to 
that profession 

That the above reasoning is correct is tacitly implied in the fact 
that all privately operated insurance organisations allow rebates, 
not as an act of charity, but of good business.—Yours faithfully, 

147 Malling Street, Lewes, Sussex RONALD HALL 
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The foreign economic policy of the United States is 
here explained and discussed by twenty-five American 
scholars and experts, many of whom played an im- 
portant part in evolving it. 
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Books and 


The Birth of Israel 


“ Trial and Error.” The Autobiography of Chaim Weizmann, 
First President of Israel. Hamish Hamilton. 668 pages. 
21s. 


Few great men, when they describe their past, are able 10 convey 
all the doubts and perplexities that must have beset their begin- 
nings. Dr Weizmann is an exception. As his title implies he has 
not always been sure of his way. And he has a great capacity 
for conveying the atmosphere of doubt that has dogged all Jews 
during his life’s long span. Having escaped from Russia and 
persecution to study chemistry in Berlin and Geneva, how was 
he to know, in 1904, that England—a country whose language he 
did not even speak—was the place in which his political plans 
were most likely to mature ? How was he to know, in 1914, that 
the Entente Cordiale, which included hated Russia, was a better 
focus than Germany for Zionism’s hopes? Yet he cut off all 
relations with the European Zionists, who were for keeping in 
with both sides from Copenhagen. The perspicacity of his suc- 
cessive decisions can be explained only by a combination of faith 
and instinct—of faith in the fact that “anywhere but Palestine 
was only a continuation of the old historic round of refuge ” and 
of an uncanny instinct for world politics. 

His book will appeal to three classes of reader—to the Zionist, 
to the assimilated Jew of the western world, and to the gentile 
with a taste for current history or for the Middle East For the 
first it has the fascination of a family chronicle. There must be 
scarcely a soul among the established families in Palestine who 
will not find a parent or a cousin in the countless thumbnail 
sketches of the earlv backers of the Zionist movement, For the 
assimilated Jew (and particularly for the American who having 
long contributed to Zionism today sees the snags of owing a loyalty 
to Israel as well as to the United States) the most interesting 
passages will be those dealing with the similar pangs in an earlier 
British generation. For the gentile the book is somewhat over- 
loaded with descriptions of individual Zionists, yet it has other 
merits. The American will learn from it a fact he too often 
forgets—the immense contribution originally made by the British 
Government towards the founding of Israel. The British, warmed 
by this acknowledgment, will be chilled again bv the over-bitter 
account of the British mandatory regime. Dr Weizmann per- 
petually reiterates, either tacitly or (page 323) in so many 
words: “ Why was it an almost universai rule that such adminis- 
irators as came out favourably inclined turned against us in a 
few months ?” Part of the explanation lies in the fact that the 
Jews are an exclusive people, and that when in a hurry they 
become offhand, hectoring and bitter. The Palestinian Zionists 
were always in a hurry. That exclusiveness can be a vice as well 
as a virtue is something that Dr Weizmann never admits except, 
perhaps unwittingly, in some of his anecdotes. 

But the book’s defects are small by comparison with its merits. 
It is readable. It throws much new light on old fact. It is a 
great tale of vision and endurance. It will endure as history. 
Above all, it is unique. Its author deserves the world’s thanks for 
writing it down at this crowded hour of his life, for no one else 
could tell the same story. 


The Second Act 


“ The White House Papers of Harry L. Hopkins.” By Robert F. 
Sherwood. Vol. 2, January 1942-July 1945. Eyre and 
Spottiswoode. 871 pages. 25s. 


WHEN the play is good, how odious are the intervals! And when 
the playwright is Mr Sherwood and his drama is the Hopkins’ 
story the six months’ interval between volumes I and II has been 
altogether too long. The curtain rises again not a whit too early. 
At the same time it must be admitted that there is a genuine 
shift of interest in the second act, which gives it a unity of theme 
distinct from the first, for al] that it is its natural and necessary 
complement. The first volume was the story of the movement 
towards the triple alliance and of Hopkins as a prime mover in 
that operation. The second volume takes the alliance as an 
established fact and records its oscillations through the long 
years from 1942 to 1945 ; for most of the time Hopkins’ role is 
Jess dramatic, and from being a prime mover he often sinks to 
being merely a lubricant of its mighty cogs. The story stops before 
the Potsdam Conference of 1945, as first one and then the other of 
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Publications 


its great figures vanishes from the scene, and so it lacks the fully 
tragic close to be accorded when the “ Grand Design ” of President 
Roosevelt melted away before the harsh facts of Soviet policy in 
Eastern Europe. This dénouement, however, casts its shadow 
across many of the final pages of the Hopkins story—and this not 
metely by virtue of a biographer’s insight. It dapples the 
bright pages of Yalta and the effort to avert it gives an Aischylean 
stature to Hopkins’ final trip to Moscow in May, 1945. Stil] 
further, it informs the whole sub-plot of this second volume 
the vicissitudes of the Second Front project from “ Roundup” to 
“Overlord”; as delay succeeds delay one senses the gTowing 
strain that the alliance has to carry, the gap of suspicion that no 
explanation, however frank and reasonable, quite avails to bridge, 
No less gripping than the narrative is the characterisation, 
The succession of conferences, of “ Big Two” and “ Big Three,” 
constitutes a series of close-ups infinitely more revealing, both as 
to the personalities and the transactions, than anything that is 
likely to appear in the near future, save for Mr Churchill’s 
succeeding volumes. No doubt Hopkins’ view of the dining 
tables of Casablanca, Teheran and Yalta is no more final than 
the famous child’s-eye view of Kutusov’s staff council in Tolstoy’s 
“War and Peace.” but the two share a sharpness and vivid- 
ness of vision which is more often accorded to the subject matter 
of fiction than of history. As one turns page after page of 
this enthralling and revealing volume the impression deepens 
that if this is not the “real thing” it is at least what the “real 
thing” looked like to an exceptionally wise, keen, selfless and 
privileged observer. The “White House Papers” are not the 
mere material of history ; they are a page of history itself, 


Origins of Dictatorship 


“Stalin and German Communism.” ‘A Study in the Origins of 
the State Party. By Ruth Fischer. Harvard University 
Press, London. Cumberlege. 687 pages. 42s. 


li is a dictum of Professor L. B. Namicr’s that “a great many 
profound secrets are somewhere in print.” There is no field of 
contemporary history to which this applies more directly than it 
does to the whole complex of problems connected with Soviet 
foreign policy. The so-called “Russian enigma” is a product 
of the most obvious vice of contemporary British publicists— 
laziness. How many people in responsible positions are, for 
example, going to read this book of Ruth Fischer’s—dealing in 
nearly seven hundred large pages with one aspect of the relations 
between Soviet Russia and one European country over a period 
of not more than ten years—particularly when one is faced with 
the author’s promise that this volume is to be succeeded by 
further ones, on the same general theme ? Would a book of 
this kind ever have seen the light in English, but for the enter- 
prise of an American university press ? 


Yet, here we have a direct piece of testimony as to the innet- 
most relations between the Soviet State and Germany, between 
Red Army and Reichswehr, between the Comintern and the 
German Communist Party, by a leader (until her expulsion in 
1926) of an important wing of the German Communist Party, 
a go-between in that party’s relations with the Russians, a witness 
at close quarters of the rise of Stalin and of the fall of Trotsky. 
Nor is this material of merely historical interest. Quite apart 
from the light it throws on the methods by which the revolu- 
tionary movement both in Russia and abroad was transforme 
into the docile weapon of a single group within the single “ State 
Party,” it is also directly relevant to the present battle for 
Germany. Not merely is the general framework of political ideas 
still substantially the same, but many of the same personalities are 
directly involved. 


All this is not to say that the book is faultless or to be swallowed 
whole. No one could have played the part that Ruth Fischer 
did without acquiring a number of sharp personal reactions 10 
people and events that must be guarded against in dealing with 
her judgments. This is the more important in that the narrative 
is very rarely in the first person ; it is a study of events in which 
the author took part, not a memoir, and the difference is worth 
emphasising. But there is, of course, a still more important 
point. Unlike some other ex-Communists upon whose writings 
we depend for our knowledge of events like these, Ruth Fischer 
has not emancipated herself from a fundamental allegiance 10 ¢ 
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Marxist camp. She still believes that the German working-class 
could have achieved through Marxist revolution, a genuine 
socialism but for the Russian grip ; that the Soviet Union under 
Sialin represents a perversion not a fulfilment of Leninism. As 
such there remains an impassable gulf between her treatment of 
Weimar politics and that of a liberal historian. Nevertheless, 
this remains an indispensable book. 


A Realistic Study 


* Labour.” By Sargant Florence. Hutchinson’s University 
Library. 224 pages. 7s. 6d. 

With Professor Sargant Florence’s study—factual, statistical, 
theoretical and human—o‘ labour and its problems, Hutchinson’s 
University Library more than maintains its past high standards. 
Professor Sargant Florence has already demonstrated in other 
works his peculiar and valuable faculty for sticking both to the 
facts and to the point—which is by no means always the same 
thing ; but nowhere has it served him better than here. 

He divides his book into four parts: Lebour Resources and 
Utilisation, which begins with manpower statistics, goes on to the 
psychology of work,and incentive, and concludes with a valuable 
chapter on the measurement of labour @fliciency in the broadest 
possible sense; Labour in Employment, which covers hours, 
conditions, social relationships, wages and wage systems, recruit- 
ment and special categories of workers—the young, the old, the 
women, married and single ; Unemployment, its incidence and 
prevention ; and Policy. In this last section, Professor Sargant 
Florence comes down cautiously but unmistakably in favour ot 
a national wage policy, holding that collective bargaining industry 
by industry must always fail to distribute labour where it is 
needed He is not, of course, unaware that in theory higher 
demand brings higher price, higher price higher profit, higher 
profit higher Gemand for labour, and higher demand for labour 
higher wages, thus completing the circle and establishing the 
needed incentive to mobility ; but his considered opinion is that 
“the dynamic function of wages in adjusting scarce labour supply 
to urgent national demand takes second place to the static idea of 
the ‘fairness’ of equality of similar grades whatever the 
industry.” From this conclusion one could, of course, react quite 
differently, demanding not a national policy but a root-and-branch 
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attack on the mentality concerned ; but the passion for equity ; 
as much a fact as the statistical total of manpower, it is one of 
the data of the labour problem, and one can only hope for g 
gradual infiltration of the idea that its price, in terms of wealth 
progress and liberty, may be over-high. , 

This is only one point among very many treated, analysed and 
documented. Optimum hours and speed of work, vocational tests, 
causes of labour turnover, the Marxian dogma of increasj 
misery, the regional and occupational incidence of unemployment 
are a few of the others. This book is important for all students 
of economics who want to keep their feet on the ground. 


Shorter Notice 


“Man and Plan in the Soviet Economy. 
Frederick Muller. 300 pages. 10s. 


THIs tract on Homo economicus sovieticus makes very dry reading. 
Hardly a page is without its rich crop of statistics, in the text or in a 
table, so that the book reads rather like Bradshaw. The author, who 
holds the somewhat specialised post of Lecturer in Soviet Institutions 
at the School of Slavonic and Eastern European Studies, London 
University, presents us with a terse, severely condensed account of 
Soviet planning, management, and work in various sectors of the 
national economy. He gives special stress to the active participation 
of the individual in the effort of collective planning, an “ essential 
truth” ignored, in his view, by the majority of western opinion, 
and even by the British Government's Economic Survey for 1947 
and its popular edition, The Battle for Output. There is some 
justice in this claim, although Mr Rothstein with his technical survey 
of the dusty panorama of Soviet industry is a poor advocate of the 
human values which he attributes to it. For the method of statistical 
analysis, interspersed with the mechanical utterances of Soviet leaders, 
is ill-suited to the description of the human situation which, professedly, 
he seeks to reveal. Much more could have been achieved by a few 
illustrative anecdotes. 

In spite of these shortcomings, however, Mr Rothstein's book 
contains some useful material. The sections on the development of 
Soviet trade, on wholesale, retail and prices organisation, on currency 
reform and on the general financing of! Soviet production through the 
credit machinery of the State Bank are of considerable interest. The 
chapter on industrialisation in central Asia deals with a branch of 
Soviet economic achievement that deserves the close attention of 
colonial administrators. 


By Andrew Rothstein, 


THE WORLD OVERSEAS 





Report on Europe 


€¢”" THE Economic Survey of Europe in 1948,” prepared by the 

Economic Commission for Europe (ECE) and published 
Jast week in Genevg, is more concerned than its 1947 predecessor 
with the analysis of European economic conditions against an 
international background. As the Executive Secretary, Mr 
Myrdal, points out in his introduction to the current Survey, 
the twelve months since the publication of ECE’s first report last 
spring have brought many changes. Europe has made swift 
progress toward the revival of production and trade, acute com- 
modity shortages have disappeared, and inflation has nearly 
everywhere been reduced to manageable proportions. The period 
of reconstruction has virtually ended without, however, the dis- 
covery of any permanent solution for the most deep-seated of 
European problems—the deficit in the balance of payments and 
the comparatively low standard of living. It is doubtless this 
consideration that has led the Geneva body to make, on the one 
hand, an exceptionally detailed study of Europe’s overseas trade— 
especially with America—and on the other hand to bring together 
for the first time much useful data on productivity and capital 
investment. 

The Survey finds that the record of European recovery during 
the past year has been impressive. Progress in industrial produc- 
tion was even greater in 1948 than in 1947 and was fairly general 
throughout Europe. If Germany is included in the record, 
European industrial output as a whole rose last year by 16 per 
cent to within close reach of its prewar level. Industrial produc- 
tion surpassed the 1938 level by 13 per cent when Germany is 
excluded from the reckoning. 

The most marked advances took place in heavy industry—iron 
and steel, engineering and chemicals ; and outside Germany pro- 


duction in these industries was 30 per cent above the prewar rate. 
The light industries, such as textiles, have made great strides, but 
are still producing less than before the war. This general 
expansion during 1948 the Survey ascribes chiefly to a remark- 
able rise in output per man of 9 per cent and to the relaxation 
of the fuel shortage. Improvement in agriculture was less note- 
worthy, since a rise of only 12 per cent left European agricultural 
output as a whole at 85 per cent of prewar. 

As for the development of internal financial conditions, the 
Survey sees “marked progress towards more stable conditions.” 
Prices and wages rose less precipitously last year than in 1947. 
The powerful tide of inflation, noted with concern by last year’s 
Survey, has in general subsided, partly as a result of increased 
production, partly because Governments have taken stem 
measures in the form of creating budget surpluses, restricting 
credits, and reducing the supply of money through currency 
reform. Only three countries showed a budgetary deficit in 1948. 
Worth noting, too, is the Survey’s analysis of changes in public 
expenditure. Governments in six fairly representative countries 
were spending 50 per cent more than in 1938 and throughout 
most of Europe there has been a vast increase, as compared Wi 
prewar, in expenditure on social security and price subsidies. It 
was common for as much as 6 to 8 per cent of national income 
to be spent on social security—in many cases double the prewar 
proportion. Subsidies have grown to such an extent that @ 
Norway, for instance, they account for 25 per cent of 10 
consumers’ expenditure. 

European efforts to improve the trade position were in some 
respects as striking as their accomplishments in producuon 
finance. Last year exports rose sharply by 28 per cent above 
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1947; although they were still 18 per cent lower than before the 
war. Imports were I4 per cent less than their 1938 volume. 
This generalisation, however, gives a misleading impression, 
hecause the heroic struggle of Britain—the nation occupying the 
largest share in the total trade of Europe and the nation with 
the biggest trade deficit—has created an artificially high average. 
Eisewhere in Europe, the Survey observes, a more typical situation 
~9 be found was the combination of increased production, smaller 
exports and larger imports as compared with 1938. 


Changing Patterns of Trade 


Last year also witnessed a radical alteration in the pattern of 
European trade. A great deal less was imported from the United 
States and Canada—in fact $1 billion less—and this reduction 
was more than compensated by an increase of $1 billion in imports 
from European countries themselves and by a $612 million rise in 
imports from other Overseas countries, among which the sterling 
area was by far the largest contributor. “Compensation,” the 
report suggests, is not a strictly accurate description of this shift 
in imports. What has happened in most instances is not a 
substitution of other sources of supply for the United States, 
but an absolute decline in imports from the dollar world with 
the passing of Europe’s “emergency” needs of 1947. (The 
exceptions to this phenomenon were oils, fats and grain.) If it 
were not for Europe’s requirements of grain and machinery, its 
imports from the United States would by now have returned 
to approximately the 1938 level. 


Within this rearrangement of the geographical pattern of 
Europe’s imports there was at least one singular modification in 
the commodity structure of European trade. The Survey notes 
that although imports of industrial materials were low in 1947, 
they fell even further during 1948 in the case of non-ferrous ores 
and metals, timber, wool and cotton. 


Of the gain in European exports between 1947 and 1948 only 
asmall proportion went to the United States and Canada—less 
than $150 million—while exports to other overseas countries 
increased by more than $700 million to exceed the prewar level. 
The United Kingdoth alone was responsible for 55 per cent of 
total European exports to overseas countries. The commodities 
that showed the biggest proportional rise over 1947 were manu- 
factured products of all types, which were running well above 
the prewar rate, and the two industrial materials, steel and yarn. 
The authors of the Survey found little evidence to support the 
view that exports were levelling off, but noted that the future 
solution of European exporters perhaps lay in their ability to sell 
overseas the less essential goods that are encountering serious 
marketing difficulties in intra-European trade. 

Intra-European trade itself is recovering at a slower pace than 
trade with overseas countries. Between 1947 and 1948 it rose by 
not more than 25 per cent in volume. Germany and Austria 
are the countries chiefly responsible for the lag and if their trade 
is excluded from the calculations, trade between the other nations 
of Europe had nearly returned to the prewar level. Another 
country which shares responsibility for this contraction is Britain. 
In 1948 British imports from the rest of Europe were $600 million 
smaller than before the war and, in fact, Britain last year developed 
am export surplus in intra-European trade in contrast to its 
Prewar position as a net debtor and a source of convertible 
exchange. 

Again, there were differences in the geographical pattern of 
trade within Europe. As compared both with 1947 and before 

war, a spectacular increase took place in exchanges between 
the eastern European countries and between them and the USSR. 
ng the western European nations trade rose by some 20 per 
cent from 1947 and was still below normal. East-west trade, 
ever, still limped along at 42 per cent of its 1938 dimensions. 

The commedity composition of intra-European trade last year 

¢acloser resemblance to the prewar structure than in 1947, but 
food, which made up 70 per cent of total goods traded before the 
War, was still more than one-third down. Trade in food increased 
slightly during 1948, but the most sensational increase came in 
capital equipment and machinery, of which European countries 
took 40 per cent more from each other than in 1947. The exchange 

less essential goods, on the other hand, declined. 

Moreover, the Survey points out that the growth of intra- 

topean trade was almost entirely bilateral—with all the dis- 

vantages that this form of trade entails, especially for small 
Countries in a poor bargaining position—and that in the western 
Countries the trade expansion was made possible only by the 
system of drawing rights established under the Marshall plan 
by using up sterling balances. 
ermany, the Survey emphasises, is in the tightest corner of all. 


Its traditional and enormous export surplus to Europe cannot be 
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expected to finance its imports, which are now to a great extent 
drawn from North America. If Germany is to dispense with US 
aid, it must either restore its imports from eastern Europe or 
increase its exports to overseas countries by a phenomenal amount. 


The Continuing Deficit 


When all of Europe’s very laudable achievements are summed 
up—the recovery of production, the control of inflation and the 
improvement in exports—there remains the unwieldy deficit in 
the balance of payments. Europe’s adverse balance is still 
$5,600 million, largely with the western hemisphere. If European 
countries by their own efforts and without cutting imports further 
are to eliminate their deficit on current dollar transactions, the 
Survey reasons, they must either increase exports to the United 
States by some 300 per cent or they must be able to convert 
their surplus earnings in other areas into dollars on a massive 
scale. The United States, however, has a surplus not only with 
Europe but also with other major trading areas. ‘It is clear, the 
Survey concludes, that “Europe’s balance of* payments deficit 
has its counterpart in the United States balance of payments 
surplus. Deficits and surpluses are simply alternative expressions 
of the same quantity, like two sides of a single coin.” 

The “peculiar dual character” of US foreign trade is held 
to be the root of the problem. With the decline of food exports 
from eastern Europe and to a lesser extent from Asia, the United 
States and Canada have become the world’s leading source of 
primary products. Their share of world food exports is now 46 
per cent, as compared with only 18 per cent in 1934-38. But at the 
same time the United States is a highly developed industrial 
nation, and, unlike the areas from which Europe was accustomed 
to draw the bulk of its food imports before the’ war, has little 
need for the manufactured goods that Europe can offer in return. 
Europe’s old trading pattern, the exchange of manufactured 


articles for food and raw materials from underdeveloped countries, 
has broken down. 


Briefly, the solutions can be reduced to three, the Survey 
states: “Europe can expand exports, curtail imports or go on 
borrowing. The United States can expand imports, curtail 
exports or go on lending.” (“ Giving” might have been a more 
apt description of recent American practice.) 

A further examination of the lines of action open to Europe 
reveals that European producers must either displace American 
products, chiefly heavy industrial goods, in third markets, or they 
must increase their exports, mainly products of light industry, 
to the United States. Both moves would require a sharp reduc- 
tion in prices to enable European goods to compete with American. 

In the final analysis, it is argued, United States economic policy 
itself will be the deciding factor. The United States will have to 
resolve the dilemma of whether to reduce its exports or to 
increase its imports. - 

In practice it is thought the solution will be eased by continued 
US lending abroad for capital development, but the Survey 
foresees a danger in the fact that such lending is still of an 
uncertain, emergency character, and hence tends to perpetuate 
the discriminatory trade practices so rampant today. From this 
analysis emerges the revolutionary suggestion from the authors 
of the report that “the only feasible alternative would be for 
the United States to plan ahead its long-term lending to the rest 
of the world in a manner that would generate a predictable and 
reasonably steady flow of dollars to the outside world.” Only 
then could the international convertibility of currencies be 
restored. 


Productivity and Prosperity 


Restoring the balance of payment, though essential, will not 
automatically solve Europe’s fundamental problem—how to raise 
the standard of living—and indeed the closing of the trade gap 
may depress living standards even further. Only an increase in 
the productivity of industry and agriculture can meet this basic 
need. 

With a few simple statistical comparisons the Survey indicates 
some of the reasons for the prodigious disparity in industrial 
growth between the United States and Europe over the past few 
years. Where before the war the industrial output of Europe 
was one-third larger than that of the United States, in 1948 it 
was barely three-quarters of American output. War is only part 
of the explanation, nor does the abundance of US natural 
resources fully explain the wide discrepancy. Productivity, or 
output per man, due to higher standards of capital equipment 
and more efficient production techniques, is, in the Survey’s 
opinion, the true explanation. Even in the most advanced areas 
of Europe output per man in industry is only half the rate in 
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the United States, and for Europe as a whole it is only one-third. 
Productivity in agriculture is even lower. 

To raise productivity Europe will have to increase its rate of 
capital investment, the Survey asserts. It is true that in 1948 
Europe invested one-third more in fixed capital than before the 
war, but this was only half the equivalent figure for the United 
States. Moreover, the United Kingdom and France together 
accounted for about half of total European investment last year. 

If the various national plans now under way are successfully 
carried out, the difference may be narrowed, but the Survey 
detects several flaws in the plans themselves. They show too little 
emphasis on agriculture and too great a concentration on the 
Gpelopment of the same group of industrial products. In their 

rts to reduce dependence on imports the individual European 
nations are in many cases planning the expansion of national 
industries, which will only cause idle capacity elsewhere in Europe. 
By neglecting to develop international specialisation among them- 
selves through some measure of co-ordination, the European 
nations are letting yet another opportunity for increased industrial 
efficiency slip thréugh their fingers. 


State of Mind in Hongkong 


[FROM OUR HONGKONG CORRESPONDENT] 


The people of Hongkong had generally loeked upon the peace 
negotiations in the north as something unlikely immediately to 
affect them. There was a general feeling that whatever happened, 
Hongkong would come out of it well enough. The various con- 
flicting reports were discussed tolerantly as typical Chinese 
politics. Conflicting reports had come from Tientsin and Peking 
where the degree of iniquity of the Chinese communists had 
seemed to vary with the political views of the observer. But on 
the whole wishful thinking led to the assumption that at worst 
there would be a cleavage along the line of the Yangtze, with one 
set of politicians controlling the north and another the south. 

The actual crossing the Yangtze came as a severe shock. 
No one had believed it possible. The earlier reports of 300,000 
communist troops attacking places south of the river were quickly, 
and apparently correctly, evaluated into the passage of 30,000 (a 
maneeuvre of sufficiently considerable magnitude) and the joining 
up of a very large number of new converts, whether mercenaries 
or otherwise. The Chinese population became apprehensive but 
of what they did not know. Superficially the view that Hongkong 
was as vulnerable as it had proved to be, and as Singapore had 
been, against the Japanese was predominant. But fundamentally, 
the conception of Hongkong as a city of refuge persisted. With 
the British population remaining supremely confident, the final 
result was a mere feeling of uneasiness. 


News from Refugees 


This state of mind survived the news of the attacks on the war- 
chips, but the arrival of refugees brought fresh nervousness. 
Arrivals from Shanghai by air continue at a rate taxing the 
capacity of Hongkong’s inadequate little airport ; night landings, 
hitherto permitted only in emergency, have become common- 
place. The calibre of the new arrivals is different from those of 
the last several months. Bankers, solid businessmen and mer- 
chants, many of whom had never been out of Shanghai in their 
lives, all brought with them the fear of communist interference 
nm a manner never experienced under any Chinese regime in 
living or family memory. They brought stories of wholesale 
defections of officials and local governments—prcbably largely 
exaggerated. Vhe nervousness amongst the Chinese community 
was shown by substantial purchases of US dollars in the local 
free market. This tendency was enhanced by the recent action 
of the International Monetary Fund in objecting to dealings in 
gold on the local goldbar market. The reason given—that these 
tended to disrupt the London-New York crossrate—was frankly 
disbelieved, and the most popular view was that the step heralded 
devaluation of the Hongkong dollar, and that the Government 
intended to seize gold stocks and generally to act in the same 
manner as had the Chinese Government in respect of the new 
issue of the gold yuan some months ago. Strangely enough, this 
view ‘was strengthened by the difficulty of purchasing sterling, 
except with the permission of the Exchange Control and for 
approved reasons. The local sterling Exchange Control is most 
adequately handled, with a minimum of disruption to business, 
but the Chinese speculator is shy of all controls, even the lightest. 
The consequence was that the London-New York. crossrate 
through the Hongkong dollar reached its lowest rate for over a 
year, at a time when sterling had been steadily strengthen‘ng in 
the other free markets. The local Siock Exchange which had 
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steadily weakened since the dumping of shares, largely from the 
United Kingdom before peace negotiations took a fresh downward 
slant. It reached a point where prosperous public utilities yielg 
returns of 10 to 15 per cent, the proceeds of the sales, of course 
being diverted to US dollar purchases. 4 

A more reassuring note was sounded by recent arrivals from 
Peking and Tientsin. These had experienced both the taking 
over by the Communists and some weeks of the life under their 
regime. The more moderate are convinced that normal trade 
between Hongkong and the north may be anticipated, although 
even the most optimistic hold the view that the chances are against 
continued participation by British and other foreign capital jn 
the industrial activities of the north. “A twenty per cent chance 
at the moment but likely to improve somewhat with time” was 
how one executive of coal mining interests described his company’s 
prospects. He was rather more pessimistic about waterfront 
properties and manufacturing. 

The new arrivals have not noticeably contributed to the housing 
shortage and it is probable that their arrangements were made 
months ago. Property values have fallen somewhat over the last 
few months without a great deal of business passing and the failure 
of a new boom to materialise with the influx from Shanghai has 
been disappointing to certain holders. 


Calm or Complacency ? 


Apart from financial circles it would be fair comment to say 
that Hongkong is calm if not even apathetic. An occasional 
anxious parent, remembering 1941, will ask “ Do you think Hong- 
kong is safe?” but it is doubtful whether any plans have been 
made to leave. Irritation is freely shown when the news agencies 
feature remarks from obscure northern landowners giving un- 
informed opinions as to what is likely to happen here. Certainly 
there has been no increase in the slow recruiting rate for the 
newly formed local defence forces, and the mild political criticism 
of the local form of Government has neither increased in volume 
nor varied in method. Letters to the Editor are concerned with 
the usual local causes and there is litthe more emphasis in the 
newspapers on the situation in Shanghai than for months past. 
The newly installed Hongkong-Shanghai telephone is still func- 
tioning, though with a delay of three days or more for urgent 
calls. The quiet confidence with which the Shanghai British 
businessman—and his wife—affirm their determination to “ stay on 
and see it through” tends to produce a similar calm here. 

It is a most significant fact, too, that the new Shanghai refugee, 
British or Chinese, but particularly the latter, becomes calm and 
confident after a few days in this reassuring atmosphere. Eulogies 
on its order and prosperity are heard from them on every side 
and they are rapidly welded into an important part of the general 
calm. “When Shanghai falls,” they, with the rest of us, expect 
a period of further financial nervousness followed by a cautious 
return to our full entrepét trading conditions. That Shanghai 
will fall is the general opinion and most believe that the event 
cannot be long delayed. 


Grounds for Uneasiness 


The authorities are unquestionably apprehensive of all the 
evils of a Communist infiltration which may follow an occupation 
of Canton. But the population, whilst it is on the whole con 
temptuous of the war effort of the Kuomintang and its General- 
issimo, does not believe that the Communist wave will be 
anything bigger than a ripple by the time it gets to the warm and 
quite prosperous south. It discounts the effect of Communist 
inspired labour unrest on the economy of a colony which supports 
unskilled labour at a higher standard of living than has hitherto 
been imagined possible, and that offers the skilled craftsman a 
paradise. 

The people become a little uneasy at the suggestion of 2 
boycott or an isolation of the colony. But thev do not think 
such a step likely, as they believe—and hope—that whoever 
controls China will want to trade. But the effects of isolation 
upon the large Chinese population would be so sericus that the 
thought cannot be dismissed. 

Any threat to Hongkong’s status as a British colony by 4 
strong Communist-dominated neighbour is popularly discounted. 
Strange as it may seem to its friends in the United Kingdom, 
the colony is not very appreciative of the concern shown for 11 
by the many askers of questions in the House Perhaps #38 
pathetically certain of the will and ability of the home Govern- 
ment to come to its aid. There are usually expressions of I 
told you so” when questions are brushed off with the ecmmot 
ministerial assurances of “ Evervthing possible is being done. 
Maybe it is the knowledge that Westminster and Whitehall, 
not ourselves. are the masters of our destiny that acc uats for 
the comparative calm with which the colony awaits events. 
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Nett Phase in Europe—Il 
Tee ane, -naekgmmmmmemmmmnammmammamma tas Ticats 


Search for New Export 
Markets 


[BY AN AMERICAN CORRESPONDENT] 


In Germany the trade unions, which have made a valiant effort 
to prune their ranks of Communists, find themselves pushed 
into the background, and advised by the American Military 
Government to concentrate their efforts on questions of hours 
and wages ; what they ask for is “ co-determination,” on a par 
with industrialists, of their country’s future economic develop- 
ment, The programme of the German trade unions, far more 
modest than that of the British Labour Government, calls at 
present only for socialisation of coal and steel; but since these 
two industries form the keystone of western German economy, 
and are regarded by Germany’s neighbours as the basis of its 
potential threat to European security, trade union leaders believe 
that their socialisation would kill two birds with one stone. It 
would give industrial workers an opportunity to participate in 
decisions about Germany’s economic structure; and it would 
serve to assure other European nations that Germany’s strategic 
resources will not again fall under the control of men who for 
one reason or another had supported Hitler. 

Socialism, however, is not looked on with favour in the United 
States; and the American Military Government has taken the 
view that it must remain neutral on this issue, leaving eventual 
decision on socialisation to the western German government if 
and when it has been formed. German trade union leaders, 
however, contend that the United States, far from being neutral, 
has not only indicated its own opposition to socialisation, but has 
brought pressure to bear on Britain to do likewise. The trade 
union leaders fear that industrial workers, if they receive no 
satisfaction from the western Powers on “ co-determination,” may 
drift in the direction of Communism. Thus, the net result of 
relying on German industrialists, on the ground that their co- 
operation would assure recovery, may turn out to be of aid to 
Russia ; for either the industrialists will make a deal with Moscow, 
or the disillusioned trade union rank and file will turn away 
from the west. 


Africa or South-East Asia ? 


Closely connected with talk about another Rapallo is western 
Europe’s search for export markets—a search that will become 
particularly urgent when the production of western Germany 
begins to approach prewar levels. The United States hopes that 
the export problem will be eased by the formation of a western 
European economic union by 1952. The possibility of such a 
union has been held out to the American public as a concrete 
demonstration of the success of the ERP. France and Italy are 
undoubtedly interested in an economic union, and so are the 
Benelux countries. The French, however, fear that Britain will 
not find participation in this union compatible with its economic 
commitments to the British Commonwealth of Nations, yet will 
resist its formation by pleading the need for prolonged study. 
In talking to British experts on the subject one gets the impression 
that immediate steps for the creation of an economic union would, 
ftom Britain’s point of view, slow down recovery instead of speed- 
ing it, and that union ‘*s not considered possible in less than 
twenty to twenty-five years. mes 

While Britain and France are both interested in the possibility 
of obtaining American aid under Point Four of President 
Truman’s Inaugural Address, concerning technical assistance to 
underdeveloped areas, they are cautious in discussing the appli- 
cation of Point Four to Africa, whose resources are presumably 
to be pooled with those of Europe under projects now being 
studied by the OFEC. The French, particularly, contend that 
twill take a long time to develop African resources, since trans- 
portation facilities must first be built, tropical diseases must be 
conquered, and native labour must be trained for skilled and 
semi-skilled tasks ; and they fear that American investors, if they 
come to Africa, may urge economic and social changes that would 
or the pattern of political and economic pattern of colonial 


By and large, Britain and France would prefer to have Point 
our applied to south-east Asia, whose far richer resources would 
made more rapidly available again both to the colonial Powers 
and to world trade. It is difficult for Europeans to understand 
t the traditional anti-colonialism of the American people makes 
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it impossible for the United States, no matter how much it may 
fear Russia and Communism, to support France in Indo-China or 
Holland in Indonesia until the peoples of these areas have been 


given a larger measure of freedom and more concrete hope for 
independence in the visible future. 


East-West Trade Again 


_If prospects for western European economic union are still 
dim, if neither Africa nor south-east Asia can be expected to 
provide fairly soon sources of food and raw materials and markets 
for western Europe, where else can the Marshall Plan countries 
hope to find outlets for their products in such a way as to 
diminish their dependence on the United States by 1952 ? 

This is where the subject of increased east-west trade assumes 
particular importance, especially as concerns western Germany. 
The ERP envisaged expansion of east-west trade as one of the 
Prerequisites of European recovery by 1952, and as both west 
and east recover exchanges of goods are reviving. Further expan- 
sion, however, is at present hampered on both sides. The west 
fears that exports to the east, especially of tools and machinery, 
might increase the war potential of Russia and its neighbours. 
Russia itself, which hitherto has played an insignificant role in 
world trade, has been accused of monopolising the resources of 
eastern Europe and the Balkans, and of preventing the countries 
of this region from trading with the west. While it is true that 
the bulk of goods once directed into export channels from the 
three former Axis satellites—Rumania, Hungary and Bulgaria— 
are being sent to Russia under the head of reparations and other 
charges on their economies, Poland and Czechoslovakia insist 
that they are willing and eager to trade with the west; they say 
too that Russia, once it has obtained the goods—many of them 
consumer goods—specified under their respective trade treaties, 
lays down no conditions as to the direction of content of their 
trade with the rest of the world. 

The Poles and Czechs, in spite of their fear of Germany, are 
not reluctant to trade with the Germans, provided they can decide 
just what German products fit in best with their economic plans. 
Before 1939, between 12 and 16 per cent of Germany’s exports 
went to eastern Europe and the Balkans, as compared with 
4 per cent to the United States, Once German industry is 
restored it will either compete more fiercely than before 1939 
with British and American goods in such markets as are avail- 
able—notably Latin America—or else will turn again to the east 
in search of food, 1aw materials and markets. At the same time, 
ic must be realised that the eastern European countries will be 
unable to increase substantially exports of food, raw materials or 
consumer goods to the west unless they can obtain agricultural 
and other machinery from advanced western nations. The west 
must therefore choose between two risks: the risk of increasing 
Russia’s war potential by trading with the east, but at least 
benefiting by imports from that area, or the risk of cutting off 
all trade with the east, and thus making it more dependent on 
Russia than it is today. 

If western Europe cannot find renewed outlets within its own 
geographic area through economic union, or in Africa, south-east 
Asia or eastern Europe, the United States, by 1952, will be faced 
by three alternatives. It would either have to increase ccasider- 
ably its own imports of western European products, by reducing 
tariffs, or it would have to cut down voluntarily its exports to 
other markets, notably Latin America, to make room for Britain, 
western Germany and other western nations, or, if imports can- 
not be materially increased or exports materially curtailed, the 
United States might be faced with the need of continuing to 
subsidise certain exports to Europe under a modified Marshall 
Plan or in some other form. Decisions on these alternatives will 
have to be reached in a period of disinflation and reduced employ- 
ment in the United States, when presumably expenditures on 
armaments for our partners in the North Atlantic Pact will 
be competing with expenditures under the ERP. 

Thus the next phase in Europe will be deeply affected by, and 
will in turn deeply affect, the next phase in the United States. 
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You were wrong, Dr. Malthus 


OUR doctrine was wrong in 1798 
and it's still wrong today. 


Years ago you, Thomas Robert Mai- . 


thus, undertook to prove that man 
would starve . . . that agriculture could 
not support a growing population. Yet, 
in just a few short years following your 
death, wheat farmers were increas- 
ing production one-hundred fold. They 
capitalized on the genius of Cyrus 
McCormick and his invention, the first 
successful reaper. The business respon- 
sible for mass production and distribu- 
tion of that reaper is now called Inter- 
national Harvester and through the 
years it has developed hundreds of 
new machines, each performing a part 
of the farming process and doing it 


more efficiently than ever before. 


Today, with world food supply lag- 
ging behind world demand, it is not 
only a question of more acreage, but 
also a question of producing more on 
present acreage. Farmers will produce 
larger crops as they are able to pur- 
chase additional mechanized equip- 
ment. ..and maintain or replace worn 
machines whenever necessary. Accord- 
ingly, it is to the interest of every nation 
to facilitate the supply of such priority 
items in order to make this essential 


INTERNATIONAL 


International Trucks « International Industrial 
Power « International Horvester Retrigeration 
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equipment available to its producers. 

The base of the social pyramid rests 
where it has always rested, upon the 
land . . . and International Harvester 
has never lost sight of this fact. This is 
why it builds an ever-increasing vati- 
ety of essential machines that help 
increase agricultural output and im- 
prove the living standards of people 
everywhere. They are the tools that 
help turn shortage into plenty. Interna- 
tional Harvester Export Company, 180 
N. Michigan Avenue, Chicago 1, U.S.A. 


HARVESTER 


McCormick International 
Form Tractors & Farm i 
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AMERICAN SURVEY 





Limiting the Recession 


(From Our American Staff) 


i one reas with visitors from abroad, and particu- 
larly those from western Europe and other countries in 
this hemisphere, is increasingly stylised. “ What is the outlook 
in your country?” the American host asks. “Tell me where 
your economic readjustment is going, for that’s the answer,” 
comes the inevitable reply. This emphasis suggests that 
domestic economic developments are a factor in world affairs 
comparable to the Atlantic Pact and the meeting of the Foreign 
Ministers. And it suggests that the makers of domestic policy, 
official and unofficial, cannot avoid exerting an important 
influence over foreign policy. 

In theory, there are two methods of dealing with the present 
economic readjustment and the increasingly general expectation 
of further decline. Those responsible may let the readjustment 
take its course, or they may try to do something about it. Only 
a minority believe the former to be the proper treatment, and 
they are and have long been uninfluential. The settled policy 
of this country respecting declines in business and rises in 
uemployment is to try to counteract them. This policy is 
formally stated in the Employment Act, and it dominates most 

mmental and private thinking. 

But this settled policy, for the first time since 1937, faces 
two great and specific questions: what? and, when? It is per- 
fectly clear that, though the policy is settled, there is no agree- 
ment on its implementation, nor any series of remedies which 
command general approval. Despite all the emphasis placed 
for many years on planning, there is no plan. Therefore, if 
the recession proceeds, action to counteract it, though a virtual 
certainty, will develop on an ad hoc basis. There are many 
ideas and much good will to draw upon, and more instruments 
available than ever before, but whatever action is taken will fit 
apattern only as rationalised after the fact. 

Two groups of anti-recession measures have already been 
applied. It is imteresting to observe that, despite all the 
emphasis on planning, both are entirely traditional, and are 
similar to those tried in many earlier business declines. One 
group consists of money-easing action by the central bank. 
Here the techniques used are new, but the objective—that of 
making money easier and more plentiful—is not. The Federal 
Reserve has twice eased the permissible terms for the extension 
of consumer credit, has liberalised the terms on which credit 
may be extended for purchasing and holding securities, and has 
reduced member bank reserve requirements. The effectiveness 
of money-casing measures in halting a decline is disputed, but 
the central bank, having been blamed for causing the business 
declines of 1921, 1929 and 1937, or for being laggard in coun- 
tetacting them, is determined to try to escape being accused 
this time. In the game of political popularity, as in the national 
sport of baseball, three chances are usually all that are allowed, 
and the Reserve Board, having been given a fourth, ts anxious to 
make the best of it. : : 

The other steps are being taken by business and consist of 

, Some approaching the heroic, to lure consumers to buy 
goods. These include bargain sales, heavy advertising (with 
emphasis on price cuts), selling two packages (of prepared 
foods, and similar articles) for the price of one or little more, 
and giving prizes with purchases. One manufacturer of a food 
t is giving books free. An increasing number of articles 
are being subjected to this pressure selling, and it seems to be 
Producing results. The more popular makes of automobiles are 
re yet included, nor is housing, though a Zi supply 

making perceptibly rapid progress in matching demand. 

There ta a Hands of yea remedies for recession open to 





the government, business, agriculture, and labour, and certain 
other counteracting influences which automatically come inte 
play. Among the former are further steps in monetary ease, 
further price cuts and fiercer salesmanship, government action to 
lower the food prices the public has to pay, public works, sub- 
sidies, tax reductions, the raising of wages to increase purchasing 
power, and higher productivity. The items on this list of the 
more prominent proposals are not all compatible with each 
other, and many people question the efficacy of one or another. 
There may be added the possibility of increased spending for 
social security. ‘‘ Automatic” stimulation is provided by rising 
public expenditure for relief and unemployment under the 
social security system, coupled with diminishing tax revenues 
as business declines, thereby producing a deficit and the infla- 
tionary influence of deficit financing. Relief and unemployment 
payments are made automatically under the law, and tax 
revenues, derived so largely trom the corporate and graduated 
personal income taxes, can be expected to decline much more’ 
rapidly than business activity or corporated personal incomes. 

But while the number and magnitude of things thar may be 
done is large, their effectiveness ts open to question. This is 
evident from simple arithmetic. The index of production has 
risen from 109g in 1939 to 192 at the end of 1948 ; in view of 
this, a reaction of 19 points, or Lo per cent, would be very 
moderate. Similarly, after prices have risen from 77 to 162, it 
is hardly possible to imagine a fall—if there is to be a change 
in the tread—stopping short of 16 points, or another Io per 
cent. Yet a 10 per cent decline in gross national product (which 
is production multiplied by price) would amount to about $25 
billion, and a 20 per cent fall to $50 billion. For government 
spending to expand to such a degree in peacetime is very difficult 
to imagine, and would require a massive increase of expenditure 
from the present level of approximately $40 billion. 

The course of the recession and the influence of domestic 
economic developments on workd affairs seems far more depen- 
dent on the underlying strength of the American economy and 
the curative power of readjustments, than upon any white 
rabbits that government, business, labour, or agriculture are 
going to pull out of the hat, or on any conscious or deliberate 
manipulation. The conscious intervention of public or private 
forces, in the present state of the art of economic manage- 
ment and the tools available, can aggravate or modify the course 
of the readjustment, but probably will not dominate it. 

Thus far, none of the cumulative factors which have enlarged 
most previous readjustments in history have appeared. In the 
past, there have been bank failures and freezing of purchasi 
power, forced liquidation of goods through the calling of loans, 
necessitated by credit stringency and high interest rates, or wide- 
spread exhaustion of business and personal reserves. Any such 
developments seem unlikely in view of the vast defences against 
them and the volume of liquid funds, apparently undeflatable, 
in the economy. On the contrary, there are strong cushioning 
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forces, including the liquid reserves, the rapid advance in tech- 
nology, the demand for many goods and services (even though 
backlogs of the war and postwar years are gone or going) and 
the agreement that such action as can be taken against a reces- 


sion should be taken. The answer given to the visitor's ques- 
tion in most cases, is that the American readjustment 1s 
probably not yet ended, but that its depth and duration will 
probably be limited. Both host and guest then join in a fervent 
hope that the diagnosis is correct and that significant symptoms 
have not been overlooked. 


American Notes 
Speeding the Pact — 


Among those who will accompany Mr Acheson to Paris for 
the meeting of the foreign ministers will be Mr John Foster Dulles, 
the Republican specialist on foreign affairs, but not, although they 
were invited, Senator Vandenberg and Senator Connally In their 
view, speeding the hearings on the Atlantic Pact is the best con- 
tribution they can make to the success of the talks, and ratification 
by the Senate would be the best armour for the American delega- 
tion. This may be too ambitious. Such priority for the Pact 
would also delay Senate debate on the Labour Bill, but after its 
narrow escape in the House, this might not be unwelcome to 
the Administration. Senator Connally has promised that witnesses 
will be asked to be brief ; 100 questions still perturbing doubtful 
Senators will be sent to Mr Acheson for written, rather than oral, 
answer. 

One of these worries is that the United States might be called 
on to defend the colonial possessions of other signatories ; another 


*is that arms sent abroad to deter the Russians might be turned 


against helpless native peoples. This danger is likely to be met 
by reserving the right to hait the shipment of arms, and by insist- 
ing that they may not be used outside the North Atlantic area, 
transferred to othe: countries, or used to replace equivalent arms 
used elsewhere. Most of the questioning, however, has revolved 
around Mr Acheson’s frank statement that in his view an attack 
on another signatory—say Norway—could be met only by a 
declaration of war, and his insistence that a vote for the Pact 
would lessen the freedom of Senators to vote against the arms 
programme. This high-water mark for candour was rivalled only 
by General Bradley, who placed .the American frontier in the 
heart of Europe, described the arms plan as a necessary sequel 
10 the Pact, and urged that in the event of another war, the 
European nations must be able to retain a foothold on the con- 
tinent to avoid the need for another bloody Normandy landing. 
Senator Vandenberg—who has to convince wavering members 
of his own party to vote for the Pact—regrets this association of 
the Pact with the arms programme ; he feels it tends to “ under- 
value” the Pact. But the good hope that the Pact may be 
unanimously supported in committee, and ratified with only 12 
or 1§ dissenting votes, suggests that candour has proved the best 
policy. 

When Mr Lovett, hounded by questions from Senators Donnell 
and Watkins, two inexhaustible critics, retreated and declared that 
in his view the invasion of another signatory would not compel 
Congress to declare war, he found himself in the confusing peosi- 
tion of declaring the Pact to involve obligations, but unable to say 
exactly what they were. There is one issue involved, however, 
and that is whether commitments under the Pact would oblige 
(or encourage) a strong President to take military action before 
Congress could assemble. This is a hotly debated constitutional 
question of great antiquity, but critics who today might like to 
be assured the President would wait for Congress, in the event of 
cee probably would be among the first to complain if 

e did, 


* * * 


Whose Fourth Round ? 


Unions in four basic industries, as well as many others, are 
now warming up for the fourth round of wage increases since the 
war. This year, however, if the result is not to be a draw, or a 
win for management, the bout may be longer and more expensive 
than any since the reconversion strikes of 1946. In the last three 
years there has been a fairly clearly defined pattern of wage 
mcreases ; this year it is more likely that each union, and each 
industry, will concentrate on getting the best bargain it can. 
Management, painfully aware that wage increases can no longer 
be passed on to the consumer, will not willingly accept them when 
t signs the bulk of the big contracts in June and July. 
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Smarting from its disappointment over the repeal of the Taft. 
Hartley Act, the unions have little faith in the likelihood thar the 
Eighty-first Congress will make good Mr Truman’s pledges to 
extend social security. The demands of the big fcur—the 
steel, automobile and electrical workers—consequently are Putting 
great emphasis on obtaining from their employers the adequate 
protection against ill-health, old age, accident, and death which 
Congress, at this time, is unlikely to grant and which a recession 
makes it more difficult for the individual worker to secure for 
himself. Thus the steelworkers are asking—and this year their 
contract permits a strike if they do not receive satisfaction—fo; 
a wage increase, not yet fixed, but also for retirement and disability 
pensions, medical and hospital benefits, including maternity 
benefits, for steelworkers and their families, life insurance amount. 
ing to eighteen months’ pay, and a guaranteed weekly minimum 
wage. Gains of this kind are particularly attractive to labour ing 
declining market, when it can no longer point to increases in the 
cost of living as justification for increased cash wages. 

A preliminary skirmish is already going on at the River Rouge 
plant of the Ford Company, now idle because of an alleged speed. 
up of the assembly line. The union may hope that this preliminary 
taste of discipline will bring the company to earlier terms ; the 
automobile industry, with the seasonal pattern of sales returning, 
is much more vulnerable to a stoppage now than it will be in 
July, when the contract expires—and when most drivers will have 
bought their new cars. So far, however, the company—chosen 
as the chief target in this year’s drive—has refused even to 
acknowledge the union’s demands until the present strike is 
submitted to arbitration. 

Mr John L. Lewis, on the other hand, has been so accom- 
modating and civil as to arouse some suspicions that the southern 
operators may have made a tactical mistake in seeking to strike 
a better bargain with him than the rest of the industry. It may 
be, however, that Mr Lewis is only holding his fire until Congress 
finishes debating the labour law—if he can hold out for so long; 
the Senate is not likely to take up Senator Taft’s new substitute 
for the Taft-Hartley Act at least until June, and the debate will 
be lengthy. Mr Lewis’s wage demands are no more modest than 
usual: the 30-hour week with no reduction in pay, and an increase 
in the miners’ welfare fund. 


coal, 


* * x 


General Clay and His Successor 


The announcement of General Clay’s resignation, on May 
r§th, as US Military Governor in Germany has been accompanied 
by well-deserved tributes from Mr Truman and Mr Acheson 
to his “ prodigious task of administration.” For four years General 
Clay has commanded the most inflammable outpost of the cold 
war, often with little, or conflicting, guidance from Washington. 
Subjected to constant strain, overwork and criticism, his resig- 
nation had been expected when, with the new Occupation Statute, 
his particular mission had been brought to a successful conclusion. 

Even so, it was not expected quite so soon. ‘The suddenness 
of the White House announcement seems to have been due to 
the accumulation of disagreements between General Clay and 
those with whom he had to deal in Washington. The dispute 
with ECA over the use of the German counterpart funds has 
been public property ; and there have been differences as well, 
over the timing of the presentation to the Germans of the views 
of the three Foreign Ministers on the Occupation Statute, and 
criticisms of the slowness of decartelisation. 

In the past General Clay’s critics—and, like his admirers, they 
have been many—have been restrained by the fear that no one 
else could be found to fill his shoes, and the sense that, if he 
was usurping some of the rightful powers of the State Department, 
this was the inevitable result of weak and divided authority in 
Washington. Today Mr Acheson is tightening the hold of the 
Secretary of State upon the reins, and a civilian, representing that 
authority, rather than the Army, is more appropriate to the 
changed scene both in Washington and Germany. This does 
not mean that General Clay’s successor wil] find everything 
straightforward ; the frontier between his authority and that of 
ECA, for example, may still be disputed. i 

It is believed in Washington that the new High Commissioner 
will be Mr John McCloy, if he can be persuaded that he will 
be leaving the International Bank in safe hands. Mr McCloy 
‘is conscious of having won the confidence both of the large 
investors and of the member governments by the cautious policy 
he has pursued. The possibility that the Bank may become an 
important instrument in carrying out Point Four—Mr Truman’ 
promise of technical aid to undeveloped countries—makes “7 
choice of Mr McCloy’s successor nearly as interesting as that 
General Clay’s. 
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Common Sense on the Columbia 


The customary description of the President's proposed 
Columbia Valley Administration as a “'Tennessec Valley Authority 
for the North-West” has derogatory implications very helpful to 
the scheme’s opponents. Local pride resents the suggestion that 
the highly-industrialised Pacific coast resembles the backward 
Appalachians, that its self-reliant, prosperous inhabitants need 
the same assistance as do the ill-educated, poverty-stricken hill 
pillies. Public power projects on the Columbia River now produce 
more and cheaper electricity than can be generated at the dams 
on the Tennessee. What, it is asked, has the TVA that we have 
not already got? The answer is to reverse the question: what 
has the Columbia Valley that the Tennessee has not? Frequent 
and devastating floods, nine million arid acres that only need 
igrigation to become fertile farmland, a shortage of electricity 
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which is holding up industrial expansion, although nearly half 
the nation’s potential hydro-electric capacity lies in the region, 
and valuable resources of timber, minerals and fish which are 
rapidly being exhausted. i 
Economically, the Columbia basin, with a drainage area twice 
the size of the British Isles, covering a large part of four states, 
is probably the most progressive region in the United States, but 
the President believes that its possible growth will be curtailed 
if its basic resources are not conserved and developed. At the 
moment this is the responsibility of a number of different Federal 
agencies, and to Mr ‘Truman it is “plain common sense ” that 
they should be consolidated into a single authority which would 
provide a balanced programme for flood control, river navigation, 
power generation, soil conservation and so on. ? 
However, in the scheme which he has presented to Congress, 
Mr Truman recognises that the TVA idea needs adaptation if it 
is to be applied to other areas: existing water rights, a very 
valuable possession in the drought-ridden west, are specifically 
safeguarded ; the Columbia Valley is to have an Administration, 
not an Authority, and local governments are to participate as 
much as possible, two concessions to the independent outlook 
of an area where the pioneering spirit is still very lively. A special 
point is also made of the fact that the new Administration will 
be situated in the area, not in Washington, DC, and will mean 
a decentralisation of Federal control. ; 
Both the government agencies themselves and the special 
iaterests which profit by the rivalries between them naturally 
oppose the suggested unification. The opposition, which has the 
ing of State Governors who resent any interference with 
their rights, stems from the private power companies, but it 
apparently represents only a limited section of local opinion. 


* * x 


Basing-Points Again 


Almost precisely a year ago, the Supreme Court sustained an 
“year-old suit by the Federal Trade Commission against 

St every substantial cement producer in the United States. 

¢ substance of the Court ruling was that the “ multiple basing- 
, system of delivered prices was illegal, not. only as a device 
© price-fixing, but as a system which must involve unlawful 


discrimination. 
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Advocates of a more vigorous enforcement of the anti-trust 
laws greeted this ruling as one of the most sweeping gains so far 
won by the FTC in its persistent struggle against collusive price- 
fixing by large-scale industrial groups. The cement industry 
returned to quoting prices f.o.b. mill, the steel industry announced 
that it would conform voluntarily to the new legal position, and 
the FTC prepared, with a new-found confidence, to extend its 
gains (where necessary by legal action) to other industries which 
were also deemed to be guilty of “ practices injurious to com- 
petition in trade and industry.” 

The basing-point system, a development of the steel industry’s 
earlier method of price-fixing from “ base mills,” had no doubt 
become an important contributor to rigidity in the price structure, 
and to the growth of dominant trade groups. Uniform f.o.b. mill 
prices (with all buyers assured of identical prices at the producing 
point) had been replaced by quotations at specific centres (or 
dasing-points) and it had become highly profitable for producers 
to “ absorb ” transport costs in order to quote identical “ delivered 
prices” over whatever region was determined as the desirable 
trading range. On the FTC indictment, this system had raised 
prices, fostered uneconomic plant, eliminated smaller competitors, 
and kept out new entrants to industry. 

Not all these charges are backed by conclusive evidence. But 
circumstantial evidence is sufficient to justify specific charges of 
collusive price-fixing by some groups. On the other hand, industry 
alleges, with real justification, that spokesmen for the FTC (and 
for the Supreme Court itself, apart from formal rulings) have 
become so contradictory that it has been impossible to determine 
whether any system of “ delivered prices” is, per se, illegal. The 
latest Court ruling, against steel pipe manufacturers, has done 
nothing to resolve this controversy. Industry alleges also that 
any theoretical advantages of a general elimination of basing- 
points will be more than offset by the real cost in terms of the 
closing down of plant (allegedly uneconomic), the displacement 
of workers, and the disruption of established transport services. 
These arguments may have no general validity, but they do carry 
weight for particular industries (especially steel) where individual 
producers may be affected quite sharply as trade activity declines. 
A year ago, Congress was expected to relieve industry from these 
fears with legislation designed to prevent further action by the 
FTC. These hopes were dashed, temporarily, first by. pressure 
on the legislative time-table in 1948, and later, by the resounding 
victory of Mr Truman, and the prospect of a “Fair Deal” 
Congress. But as opposition to Mr Truman has developed, hopes 
of legislative relief have revived. Today, there seems to be at 
least an even chance that a Congressional “moratorium ” on 
FTC actions (ostensibly to permit detailed study) will give the 
next round to industry. 


Shorter Notes 


Senator Raymond E. Baldwin (Republican) of Connecticut has 
caused Republican dismay and indignation by accepting an 
appointment as associate judge of the Connecticut Supreme Court 
of Errors, and announcing that he will resign his seat in the Senate 
in December. As a result Governor Bowles, a Democrat, who 
appointed him, will have the duty or pleasure of nominating his 
successor, who will hold the seat until the election of 1950. Almost 
certainly a Democrat will be appointed, thus raising the Demo- 
cratic majority in the Senate to seven. 


* 


At last concrete action is being taken on the recommendations 
made by the Hoover Commission. On May 6th the Senate passed, 
and sent on to the House, the State Department reorganisation 
Bill designed to free the Secretary and the Under-Secretary to 
give the fullest possible time to the broader aspects of American 
foreign policy and its administration. But Congress still has not 
granted Mr Truman the broader right to reorganise the executive 
agencies. As these plans must be submitted to Congress sixty 
days before the end of the session, it is too late for action this 
year. 4 


Three dozen domestic organisations have been added to the 
original list of 123 which are described as “subversive.” The 
new list, accompanied by an explanatory letter from Mr Tom 
Clark, the Attorney General, has been circulated in government 
departments where it is designed to help in checking the loyalty 
of Federal employees. American history and traditions have 
been raided by both extremes for protective colouration; for 
example, the National Blue Star Mothers of America belong in 
the Fascist group, while on the other hand, the Abraham Lincoln 
Brigade is listed in the Communist column, 
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Trends in Profits’ 


OR many years, far too little was known about industrial 
profits. The Economist, though it had made its own 
attempts, ever since 1908, to fill the sad gap, could never 
claim more than approximate accuracy for its results; the 
profits computations made by this journal up to June last 
year were an honest attempt to make the best of limited 
and fallible material. Today, the dearth of material has given 
place to comparative plenty. The new Companies Act has 
greatly extended the range and detail of company accounts, so 
that analysis of the profits figures (on the lines of the articles 
which appeared in these pages on January 15th and February 
26th) now has real significance. Since the second article 
appeared, it has been officially announced that the Government 
statisticians are to publish regular estimates of profits, covering 
not merely those of public companies (which is a necessary 
limitation of The Economist’s estimates) but also those of private 
companies and traders. 

It will be interesting in due course to compare the coverage 
of these official estimates with The Economist’s figures. It is 
clear from the official announcement that some time-lag will 
occur between the earning of the profits and their publication ; 
since the results will be based on income tax returns, some 
measure of delay is inevitable, though perhaps a series of interim 
figures will go some way towards shortening it. The Economist, 
recognising the importance of this time factor, has arranged for 
quarterly publication of the new profits data ; what follows in 
this article is an analysis of the profits figures of 578 companies 
whose reports were published in the first quarter of this year. 
Of these 578 companies, as many as 467 gave comparative 
figures relating to their preceding financial years, and wherever 
comparisons are drawn they will relate to this slightly smaller 
group, and not to the total. In future years, of course, all com- 
panies will be under obligation to provide comparative figures. 

The first table shows that the gross trading profit of the 467 
companies increased from {126.2 million to {148.3 million—an 
increase of about 17} per cent. These figures are not an 
accurate measure of the absolute size of gross trading profits, 
as the accountant would strictly define that term ; in varying 
degrees, the profits are struck after deductions for expenses, 
and the extent of such deductions varies from company to 
company. But in direction, the trend of disclosed trading profit 
can be accepted as accurate ; the total profits of the first quarter 
companies increased at a rate which, to outward appearance, 
was quite satisfactory. It should be remembered, however, that 
the average date of the notional “financial year” to which 
these first quarter figures relate was very roughly the year to 
November 20, 1948. It is indeed true that the latest profits 
figures are always out of date for the purpose of current 
economic analysis—and it seems that only the official statis- 
ticians in their estimates of the national income for 1948 have 
mastered the secret of producing their figures before the 
accountants have produced theirs. 

Nothing in the latest quarter’s figures, however, abates the 
presumption that profits are now running, in all probability, 
below their recent peak. In these circumstances, it is particu- 
larly noteworthy that each of the items of expense charged 
against, or each of the provisions made from, the profits of the 
first quarter companies has shown an increase. Depreciation, 
imcome tax and profits tax, directors’ fees and administrative 


charges, contingencies and pensions—each of these items has 
risen. Yet, despite these increases, the amount available for 
ordinary dividends has itself again increased appreciably, from 
£38.3 million to £46.4 million. Of this increase in available 
earnings, the whole has been absorbed in higher sums retained 
by subsidiaries, or set aside to revenue reserves and credit 
balances carried forward. The gross sums paid out in ordinary 
dividends have in fact teen slightly reduced, from £25.4 million 
to {25.3 million. 

For an impression of how little of the total income of indus. 
try “sticks” in terms of ordinary share earnings, table (b) is 
most revealing. The total income of brewery companies rose, 
but their net ordinary earnings (disregarding in this particular 
context amounts retained by subsidiaries) fell from £684,000 
to £588,000. With a few particular exceptions (tobacco is one) 
the rule is general ; a quite appreciable increase in total income 
is accompanied by a very modest expansion in earnings for 
ordinary capital, and this expansion, as has already been demon- 
strated, has gone entirely to reserves in one form or another. 

In the last article of this series on profits, figures were given 
summarising the profits experience of all companies (all, that is, 
which provided comparative figures) for the six months’ period 
since the new method of computation was started last July. 
These calculations have been brought up to date, to show the 
comparative results of 1.316 companies whose reports appeared 
during the nine months from July last year to March this year. 
and they are given in the following table: — 

Net Prorits, Provisions anp DivipENDS 
1,316 Companies REPORTING IN 9 MONTHS ENDED Marcu 3l, 


1949 
(£ Million) 


Preceding Latest 

Year Year 

Disclosed trading profit ...............4. 332-4 411-7 

Apparent total income ...............0. 383-4 464-6 

Charges, provisions and taxation......... 272-4 336 °2 

Net profit, after tax and debenture interest 111-0 128-4 

Preference dividends .............00005 15:5 15-9 

Ordinary dividends .................05. 54-0 55-6 
Profits retained by subsidiaries, put to 

revenue reserves and carried forward ... 41-4 55:8 


The disclosed trading profits of these companies rose by 24 per 
cent, from £332.4 million to £411.7 million. Their total income 
increased by over £80 million, from £383.4 million to £4646 
million ; but their charges, provisions and taxation absorbed 
£64 million more (£336.2 million against £272.4 million) 9 
that their net profits, after taxation and debenture interest, 
showed only a modest rise of £17 million from {111 millon 
to £128.4 million. There has been a very limited increase m 
ordinary dividend from £54 million to £55.6 million (the majot 
part of this increase being permissible within the strict canons 
of dividend limitation) and consequently the bulk of the increase 
in net profit has been retained by subsidiaries or carried forward 
in the accounts of parent companies. 

These tables deserve close study by those who are interested 
in the anatomy of profits—and certainly by those who § 
imagine, in the face of all the evidence, that profits are a kind 
of inexhaustible cruse which can be drawn upon to meet higher 
demands for wages. The other notion is that amounts set 
to reserve represent some kind of “ salting away” of 
which can be bronght out later to pay bigger dividends. 
idea, too, is remote from the truth. The 578 first quartet 
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‘ : : , “ie be . 
Analysis of Profits 000%? January-March, 1949 companies provided {20.2 «nillion for depreciation, against 
(a) ProFits, PROVISIONS AND DEPRECIATION a gross book value for their fixed assets (land, property and 
pie ———_ plant) of £638.9 million. This provision for depreciation repre- 
___ 61 Companies a sents largely, though not exclusively, the standard income tax 
idee Ct Same Companies allowances. To meet present costs of replacement, industry 
ih a ee sf or is having to set aside additional sums out of its taxed profits ; : | 
——— ao ; : es hg 
Gross trading profit... -s+eeeeereeeeres 126,241 148,319 194,358 thus the 578 first quarter companies provided nearly £20 million a | 
ba ro stn iil Dane tasaeae <4 14,007 15,202 is.orr for various provisions and contingencies; they retained 4 
1. curre WOME cee reseresetecene s s . . * . . 
Non-recurring CreditS ..+seseeeveereees | 10,298 =| —_—«6,913 8,207 £8.700,000 in the accounts of their subsidiaries (in order to 
Total Income | 151,576 = 170,975 | 221,264 finance the development of the latter) ; they increased their own is 
5 Repairs and maintenar | ee if 85 “| qs73.~—«sFewvenue reserves by nearly £13 million and their profit and loss . ‘ 
ore Ee 2, 5,404 20.3 ree : - t 3 
' er exci. profits tax) 46,292 49,979 ae balances carried forward by nearly £6,000,000. In sum, the net 3 
n ices nts ssaeenbaenies ies 14,360 17,046 21,877 - profits (after tax) set aside by these companies in their latest > 
" Diets’ emoluments os. seeeeeeeceees 4.%61 6311 18662 financial year approached £48 million—more than one-fifth of ae 
di stration Charges, CIC, weceerecces ye bs ,6 . . é ‘ a3 4 
d Sittiacies, provisions, cle. ... 40004 15,833 15,858 19/996 their total income before tax; the tax gatherer, incidentally, a 
. Be cece hoe tsnetet semanas os 2,096 5 2 e ‘ _ : i a 
t Pension an 4006 took nearly twice as much as the companies were able to retain a 
ity share in PIODtS .cesevccrccere's 713 696 1,023 Bs ; 
y ee weained by subsidiaries ......... 2,951 6,913 8,667 for themselves. 
RAIS «0 Scsenewkinwesiiediedl A?! 5,045 015 4 : - 
D RO Gidea 222222 | SB pots ais These sums set aside to Teserve are not represented by some 
ei iieas 28) bee | os aso wit di oa as counterpart of cash or liquid assets which might be eligible for 
- RQUNREFESETVES 2. oo cus seve sane eeee cs | fibay 10, 366 12,962 later distribution in the form of bumper dividends to share- 
* Brought m (parcnt compar WP, si wcmscces 81,042 34,325 44,312 . 
IS Camed forward (parent company). ...... | 34,324 38,088 50,273 holders. On the contrary, they are, for the most part, being 
:, —-- ——aaertyimnnatntnen att rereestreaiak --____—_ used to finance the general purposes of industry—to pay for its 
if stocks of raw materials and its increased volume of work in 
0 = () Prorits AND Eaxnincs By INpusrries t —=——————spprogress, and to finance its capital development and its plant 
¢) obit Connie | ceed ciesiea replacement. The common error that reserve funds are, So to 
1€ mttaer =| a earmarked in a coffer of their own, confuses the identity 
: 3 arned for * . 
Or Total Income | ord. Capital® | of the reserve funds—which for accounting reasons are neces- 
P | . . . . “qe & . 
1 fe ae Rar he 1 Dene eed sarily distinguished from other liabilities—with specific assets 
Previous Latest ‘Previous Latest | Jncome | rd. . 
Sikes h: feted ears teria | ial which the reserve funds are supposed to represent. In. fact, 
n iitann ptemincenss tip —tapeintl there is no such identification of particular assets against reserve ; 
S, Consumption Trades >— Ri ee a J ae Fs " funds ; they are part of the general finances of industry and they . a 
feTIES Eke iaw ane bee 3,63! , SE | 588 | ’ | 2,6 . 3 
id lig end kntwear 21... 211 | 8,524) 1,370) 1784 | 9.965 | 2,081 are represented by the general assets of industry. = 
Entertainment Cone a 1,190 189 | 286 | 266 1,546 | 292 2 4 : . a 
y. MNGae doafeciionsiy 1/025: 7.361 | 9008 | 1,706 | 1,957 | 10,148 | 2,314 It is, indeed, to the general assets of industry that the calcula- 8 
cP ears | TM Bt) ie) IE e222 tio of true profits needs to be related. Calculations based. on hd 
ed BEER 0>-+onnecnnncdenoas 8832 | 21151 | 7,457 | 8158 25,882) 9.131 issued legal capital are meaningless ; what is important is the big 
iT. Total | 60,097 | $7,277 | 15,531 | 17,217 | 77,040 21,463 = rate of return which is being earned on the assets as a whole. } j | 
a a ery . : a) ej 
tal Industries >— | oane iailie |. thie neal s In the last table these calculations have been made, on the basis bia! 
ES sec eceweeeberveodoeeet te ; > 7 | 7 y 5 . ° . 4 
Bagineering .......ssssscee | @4ot| 5747 | 1076} 1,126, 7960; 1648 Of the “net worth” of the 467 companies which issued com- t 4 
and ste: i 708 | 2 | { 226 | 3,757] 1, : : : . +8 
on ap habaete© | us| I95| ‘t| 43, 't05| 43“ Parative figures. “Net worth” is a relatively straightforward Es 
Total 7,951 | 9,731 | 2,009) 2,104 15,632 3,679 © CONCEPT ; It Consists of the net assets of a business, after deduct- th § 
ee —-—————|-—|—=__ ing liabilities, specific reserves and prior charges: thus, it is S 
Genera ustries -— j | . . ‘ s 
Chemicals ancl paint .. «+++. 4.006 | 4,232 | 95 | 865 | 5,069 1,006 equal to the issued ordinary capital plus all free reserves. The 3 
Mectrical manufacturing ..... 1,419 1,548 | S58 8 3, | : * . 4 
Wot, ‘cycles and aircraft... | 9.0501 18241! 1,938 2290 | 16,837 | 2,870 table shows that whereas the issued ordinary capital of the 467 a 
apers and printing ..... ' §,975 | 7,843 707 85 2,958 | : sane . e) 
naliossows abies » | 22,134 | snns'| 3.u34| 5,171 | 31568) 5.727 COMpanies amounted to" £266.7 million, their net worth ee 
Teen 42,504 | 56,190 7,829, 9,572 70,192 12432 amounted to more than twice that sum, at £554.6 million. And te 
ES oT ~~ whereas the issued ordinary capital of these companies actually } 
an ervices -— | | . . . . 
Canals and WockS .......+.... 773 so} 7 | 38 1 28 fy tt showed a slight fall during the year, the net worth considerably - 
MINAS 4.60 0.2.00 cane eaeaked tc 9,860 , 10,879 2,03 654 | 10, 1B. : ange Whi : oh 
Sip pee etek) Tai tl) Ak, ae 1,284 | 385 increased, from {510.5 million to £554.6 million, thus reflecting i 
eT een od tcphame...,.. “sq | “éor) “dis | “dee S43 Lag the steady expansion of industry’s employed capital. : oO 
Warehousing .......+.0.0000 | 1,425} 1630; 414} 315] 2, : : ig 
ne ree vireo" 2 5" "te | 1233 | isie| 237 | 385] 1516] 385 There is a marked difference between the calculation of earn- i 4 , 
z 15,661 | 16,735 | 3,369 | 3,121 21,630, 4525 ings based on issued capital, and a calculation based on effective by a 
capital or net worth. The figures are set out below: — Le 
: | sae] as] a] ya] og ee p i 
| 1,055 230 640 | <ARNINGS AN vi ei 
st, | on I oan 6022 | 886 Net Worth, TRUE a S AND DivIDENDS a 
on 3,767 798 579 | 4,838 | = 652 467 First-QUARTER COMPANIES hie 
in Total 1,128 | 14,669 | 2,549 | 2,803 | 19,905 | 3,449 Preceding Latest t 
| $$ | $$} $$ |__| _____|___— ear ear a 
or Fuel = (f Million) hie i 
Se 59 | | 726 852, 1,897 860 : . ost (48 
ns ES: 1a! 1770 | $50 496 | 1890} 533 Issued ordinary capital ..............-. . 267-6 266-7 eg 
————| | > Oh Real equity or net worth (i.e. net assets after 3 i 
= Total 2,210 | 3,494 | tare] te — a “a deducting liabilities and prior charges).. 510-5 554-6 ‘ ; ‘ { 
rd Fiantetions | Ordinary enfatnge® oo. ccc tet guene 38°2 46-4 1g i et 
ee Soap eTete - Sia elise: wT in HY 183 Earnings rate per cent :— tigi | 
ed a ee ae ee ae pial foe DT ae PM Te sal eee 14-3 17:4 ie 4 
ill Total 1,940 320 1,940 423 On issued capital 9 Grogs oo ccc c ceeds 26-1 31-6 Bie 
: pret ee ayer ‘ 7:5 8-4 eB? 
nd Mamete and laid 2... 00.03, 1164! 1,308! 197) 153] 1,523| 197 On net worth NE mca tee ekee 13-6 15-3 a hy 
et Siena. % Jem die tiie | 9342 | 9,63 | eeAO | wns | 9615 | 3712 Dividend rates per cent * . 5 ; 
de Total 10,506 | 10,939 | 2,617 | 2,068 | 11,138 | 2,909 Gidea ‘cased Net « goes ulin | 25 23 re 
omen tirana ee KOSS vein y els coi: s eee : : i % 
its Total All Groups 51,576 | Wve.s7s | ame 39,456 [220.26 | 50,273 ee 1. BRS fF epee 5-2 4:6 4 ; 
} oe ee epeeeeniin ieee net wort E 5 24 
bis "Bichaing amoimts retained by subsidiaries. FA fall analysts of the pools of the Hod Gross... 6... os oe 9-4 8-4 a 
al industrial in the form given. for aggregates embrs ‘ * ‘ : Sith ait 3 
et above, appears in’ the cnrrent ise of the Records and Slatistics Supplement. Including amounts retained by subsidiaries, and after taxation, : : 


orks iticte se 
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The gross and net ratio (before and after tax respectively) are 
again widely different. Earnings per cent on issued capital for 
the 467 companies rose during the year from 26.1 per cent to 
31.6 per cent before tax (and from 14.3 per cent to 17.4 per 
cent after allowance for tax). But the same earnings expressed 
as a proportion of “ net worth ” were in each case approximately 
halved—15.3 per cent gross in the latest year (against 13.6 per 
cent) and 8.4 per cent net (against 7.5 per cent). And most 
revealing of all is the calculation of gross and net dividends on 
net worth, as compared with the conventional rates reckoned 
on issued ordinary capital. The average rate of gross ordinary 
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dividend for the 467 companies was unchanged in the latest 
year at 17.3 per cent. But the equivalent calculation based te 
net worth (it will be recalled that the latter showed a marke 
increase during the year) shows a fall from 9.4 per cent to 8.4 
per cent gross, or in net terms from §.2 per cent to 4.6 per cae 
A gross rate of earnings of 8.4 per cent on the real equity i. 
sources of industry can hardly be regarded as excessive by any 
criterion. It is plainly no more than sufficient to provide a fair 
return on the shareholders’ capital, and to make some provision 
beyond what the revenue authorities are prepared to allow for 
the renewal and replenishment of capital. 


Turning Point for Shipbuilding 


NUMBER of British industries have begun to find trade 

more difficult, but shipbuilding is meeting with an excep- 
tionally sudden drop in the demand for its products. Owing to 
the lengthy processes involved between the ordering of a ship 
and its delivery, the shipbuilding industry has fairly long 
notice of. an impending depression; but to be forewarned 
is not necessarily, in present conditions, all that is needed ; many 
of the factors which affect shipbuilding costs are outside the 
industry’s control. 

The extent of the sudden fall in new shipbuilding orders was 
revealed by the Parliamentary Secretary to the Admiralty last 
week in a written reply. The main facts of the reply, which was 
informative, are set out in Tables I and II. Table I shows the 
types and total tonnage of merchant ships for which licences 
were issued by the Admiralty in the years 1945-48 and for the 
first quarter of this year. It is not explained why licences should 
still be necessary nor why, four years after VE-day, the Admiralty 
should still be the sponsoring department, but these are side 
issues. The central point is that whereas licences were issued in 
1948 in respect of 1,646,896 tons gross, the tonnage licensed for 
the first quarter of 1949 is only 155,443. Since, as Mr W. J. 
Edwards revealed, only 195,320 tons were licensed during the 
last quarter of 1948, it appears that the new orders for all types 
of ships from United Kingdom as well as from overseas pur- 
chasers have fallen in the last six months to an annual rate of 
only about 700,000 tons gross. But shipbuilding output, as 
Table II shows, is still running at an annual rate of 1,200,000 
tons gross, and the potential output of the industry, given full 
supplies of raw materials and a balanced and fully productive 
labour force, would be about half as much again. 


. 


The shipbuilding pattern since the war can be fairly well 
traced from these figures. Immediately after the end of the war 
there was an urgent demand for high-quality tonnage—pas- 
senger liners, refrigerated ships and cargo liners—to replace the 
war losses of British owners. Licences granted in 1945 were 
predominantly for these types of tonnage, and most of the initial 
programme has now been completed. It was succeeded by a 
wave of tanker orders, which grew until nearly 1,000,000 tons 
were licensed last year. Three-fifths of these were for export. 
The number and tonnage of non-tankers licensed thus fell from 
476 ships of 1,676,450 tons gross in 1945 to 226 ships of 
650,178 tons in 1948. In the last six months only 65 non-tankers, 
totalling 177,863 tons gross, have been licensed ; most of these 
must, therefore, have been small vessels, The number of non- 
tankers for export licensed in the same period was only 16, and 
their gross tonnage was 23,396 tons. 

The shipyards will be busily engaged for the next 18 months 
or two years in turning out the large tanker tonnage licensed in 
1947 and 1948. Already tankers predominate in the shipyards ; 
they comprise one-third of the total tonnage under construction. 


Nearly half the new vessels laid down in the first quarter of 
this year were tankers. But the present programme will pro- 
bably satisfy the immediate demand of the tanker market 
Only 11 tankers, totalling 172,900 tons gross, have been 
licensed in the last six months, and only two of these for 
export. In fact, orders which have been tentatively placed, but 
for which licences have presumably not yet been obtained, 
have recently been countermanded by tanker companies, On 
the other hand, an American oil company is believed to be 
negotiating for the construction of six tankers, each of 40,000 
tons deadweight, in Great Britain. 


Taste I—Licences IssuED FOR MERCHANT SHIPBUILDING 
(Vessels of 100 Tons Gross and Over—In Tons Gross) 














1945 1460 | 1947 1948 st Qtr, 1949 
t 

TANKERS !-- i { } ' { 
Domestic........ | 257,352 | 253,105 | 408,742 | 392,027 | —a8.6m0 
ee etree eee 17,081 | 143,117 j| 462,820 | 604,691 | 20,80) 
| 274,433 | 396,222 | 871,562 | 996,718 | 49,300 
Ieee let eens ¥en cetera a 

N TANKERS :— 

Domestic........ 1,327,784 618,209 512,445 620,505 | 98,793 
Export ......... 348,666 521,421 159,167 120,673 7,380 
1,676,450 2,139,630 671,612 650,178 | 106,163 
Gee | 1,950,885 | 1,535,852 | 1,543,174 1,646,896 | 155,445 


TaBLe II—MercuHant Suips CoMPLETED 
(Vessels of 100 Tons Gross and Over—In Tons Gross) 




















ie ae 1946 06] 1947 1948 Ast Otr., 1913 
— ; ; 
TANKERS !-— | 
Domestic........ 182,595 {| 314,410 | 119,407 143,575 | 78,521 
Sit oie ss a a os ' 59,188 | 18,914 
Fen ceseeeaascatneneebeninass | qusuninepepeteenemenmnas sentrcpsliectinsicdtpalaass ED 
182,595 | 314,410 | 119,407 | 202,765 | 97,425 
Non-Tankers :— aoe wow: ee SY tiyae et 8 mp ae 
Domestic........ | $60,273 571,426 | 606,027 | 660,790 | 130,688 
aneet 2.53%. <5. si 100,873 223,413 | 357,331 | 77,399 
| 560,273 672,299 | 829,440 | 1,018,121 208,087 
. |_|} ne 
ee ee 742,868 986,709 , 948,847 | 1,220,834 305,512 
; { - 


The exceptional demand for specialised ships has been 4 
feature of the last four years ; an equally notable feature has 
been the almost complete absence of orders for deep-sea tramp 
ships and short-sea traders of handy type. For these types the 
only serious demand has been from Scandinavian owners, but 
it is now apparent that even they are beginning to lose interest 
in British shipbuilding facilities. It is no longer true that the 
priority given to other types is holding back tramp orders. It 
is more probable that the continuance of the licensing system 1s 
itself a deterrent. For foreign tankers the obligation to chartet, 
or offer, the tanker to British interests for the first five yeats has 
probably influenced the decline of applications, and im some 
maritime countries currency restrictions may be an obstacle ' 
the placing of orders with British builders. British ship 
owners, though they are not affectéd to the same degree 
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by these considerations, are almost as reluctant as their overseas 
competitors to order new tramp ships. Tramp owners were 
able to acquire large numbers of American-built Liberty ships 
io bridge the period of peak shipbuilding demand. But the 
Liberty ships, in a falling freight market, are not economical 
to run, and as freight rates fall the need for more economical 
tramp ships becomes more urgent. Unfortunately, shipbuilding 
costs in Britain still show no signs of becoming easier. The 
recent concession of a 40 per cent initial depreciation allowance 
might encourage tramp owners to build ; but with the freight 
market falling and building costs apparently impregnable, it is 
possible that the concession—such as it is—may have come 
too late. 

Like many other industries competing in an international field, 
British shipbuilding has gained as much benefit in recent years 
from the misfortunes of its competitors as from the eagerness 
of its customers. Its principal competitors abroad, and par- 
ticularly the Netherlands, France, Germany and Japan, were 
for some years rendered helpless by the devastation of war. But 
the Allied countries have restored much of their former pro- 
ductive capacity, and even the ex-enemy countries are again in 
the field. The Japanese shipbuilding industry has been revived, 
and the inclusion of returns for Japan by Lloyd’s Register at 
the end of the last quarter brought the British share in world 
shipbuilding, as shown in the register, below 50 per cent for 
the first time since the war. Large and small merchant ships are 
now being built in Japan, not only for Japanese owners, but 
also for Norwegian owners and others who have been good 
customers of Britain. Now the Allied Governments have given 
permission for German yards to build ocean-going dry-cargo 
vessels and tankers of up to 7,200 tons gross and not more than 
12 knots speed, and although these are severe restrictions they 
fit in roughly with some current ideas on the economic size and 
speed for some cargo ships. It may be some time before 
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Germany becomes a serious competitor in shipbuilding. But 
the revival of German ship-repairing has already diverted work 
from British yards. 

In the face of growing competition abroad, and the falling 
off in the world-wide demand for the more expensive types of 
ship, the most pressing problem for British shipbuilders is to 
reduce costs. For its bread and butter the shipbuilding industry 
relies, as it has always relied, on a fairly steady flow of orders 
for general service tramp ships, with an occasional slice of cake 
in the form of a large specialised ship or naval work. Since the 
war it has had a surfeit of cake, and now the supply of bread and 
butter does not seem to exist in abundance ; there are other 
hungry mouths eager for the same bread and butter. The 
British shipbuilding industry must now line up with its com- 
petitors and show that it can earn its bread and butter by offering 
the best service at competitive prices, and prices which its cus- 
tomers, themselves engaged in a highly competitive international 
business, can afford. The two principal elements in the price 
structure are labour and raw materials. Generally speaking, 
shipbuilding labour is too plentiful and the raw materials of 
shipbuilding are too scarce ; but, in the light of the trends 
indicated by the figures in Table I, both are too costly. 

The supply of the most important raw material, steel, is un- 
doubtedly improving, but its cost shows no tendency to fall. On 
the contrary, the Government’s recent decision to abolish the 
steel subsidies has added nearly £3 a ton to the cost of steel used 
for shipbuilding. The timing of this decision, which at one 
stroke adds several thousands of pounds to the cost of a 
ship, could not have been worse for shipbuilding. The com- 
ponents and equipment which go into the ship, too, are drawn 
from a wide range of other industries in all parts of the country, 
and their price reflects the high production costs of British in- 
dustry in general. The second important element is the cost 
of labour. Wages have risen and hours have been reduced, 
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but there are few signs of a corresponding increase in produc- 
tivity. In spite of the improvement in the supply position, ships 
are still taking too long to build ; thus the wage element in the 
price of the completed ship is larger than it need be. Ship- 
builders on the continent have a labour force which works longer 
hours and, in general, for lower wages than in this country. 
They are not obliged to observe so meticulously the demarca- 
tion between trades ; a foreign painter will not be penalised for 
knocking a nail in. The numbers employed in British yards are 
becoming larger than is necessary for economic production now 
that ordinary prewar conditions are returning. The labour force 
was greatly expanded during the war. It is now double its 
prewar size, and since the war has been employed to a great 
extent on the repair and postwar reconversion of ships after 
wartime use. This programme is now virtually complete, and 
the tonnage under repair dropped from 3,069,000 tons gross 
at the end of 1948 to 2,627,000 tons at the end of March last. 
Naval work is practically at a standstill, apart from the recondi- 
tioning of reserve fleet ships. Considerable readjustment of the 
labour force is necessary. In the north-east coastal area, where 
redundancy in shipbuilding and repairing is estimated at about 
10,000, the subject has already been discussed between the in- 
dustry and the trade unions on the initiative of the Regional 
Board. The industry cannot hope to go on employing wartime 
numbers on a peacetime basis, and the problem of readjustment 
will have to be tackled firmly, and soon, if wholesale unemploy- 
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ment is not forced on labour first through the lack of orders at 
current prices. 

In other conditions, the obsolescence of the existing fleets of 
the maritime nations would continue to bring in orders, par- 
ticularly from tramp owners, but replacement orders are pot 
likely to come forward in large numbers until the owners cap 
know at the outset what the final price will be. The prices of 
ships will not return to the 1939 level. Owners do not expect 
them to do so ; they will, in any event, be getting far more 
efficient ships than in 1938, ships with higher speed and lower 
fuel consumption, improved crew accommodation and greater 
deadweight capacity, with electric deck and auxiliary machinery, 
radar, and improved navigational aids. But they do expect Prices 
to fall now that freight rates have passed their peak, and they 
look for quicker delivery at fixed prices. The far-seeing tramp 
owner will be prepared to pay a premium for the most efficient 
ship, and he will know that British shipbuilders can supply it 
But his enterprise will be wasted if his foreign competitor can 
get nearly the same thing at a much lower cost, and with much 
quicker delivery. If British shipbuilding is not to experience 
again the devastating depressions with which it is familiar, the 
illusion needs to be dispelled that increased productivity spoils 
the worker’s chances of employment. The Admiralty figures 
have provided the warning. The future of the industry lies in 
the hands of labour now, no less than it would after any 
measures of nationalisation that may be proposed. 


Business Notes 


Amber for Exports 


The export drive has again met the amber light, but this 
time the signal might turn to red instead of green. In April, not 
only did the value of exports fall by £22} million from the record 
level reached in March—to £137} million, the lowest figure for 
six-months—but the daily rate was also much lower than in the 
preceding months. Even after allowance is made for the Easter 
holidays, the rate of exports last month was 3} per cent less than 
in March and 2 per cent less than in February, which was not 
an abnormally good month. Exports have fallen before, and have 
recovered. But this time the steady upward trend which started 
in 1947 has met with the first definite reversal which cannot be 
explained by seasonal factors. 

Mr Harold Wilson, the President of the Board of Trade, said 
on Monday that “April has shown us the beginning of the 
difficulties which some exporters in this country know we have to 
face some time.” Indeed, exporters have been complaining for 
months about the closing of certan markets and their inability to 
bring their own prices down to a competitive level in others. 
Mr L. P. Lord, chairman of the Austin Motor Company, said 
this week that although his company had reduced its prices to 
“rock bottom,” Austin sales in the United States had “ simply 
dried up.” This is not an isolated example, as the sudden it:flux 
of new model cars on the home market testifies. The export of 
agricultural tractors has fallen since the beginning of the year, 
and difficulties are being experienced in the sale of agricultural 
machinery and electrical equipment in overseas markets. 

The testing period for the export drive has certainly come, and 
the problem to be solved is the reduction of costs. Higher pro- 
ductivity is one solution, cheaper raw materials another. Com- 
modity prices in general are falling quite sharply in the world 
markets ; even for oils and fats, which are still supposed to be 
in shortest supply, prices are considerably lower than last year. 
Yet owing to the prevailing system of Government procurement, 
British manufacturers have not benefited, as their foreign com- 
petitors have, from cheaper raw materials. The higher prices in 
Britain for non-ferrous metals, discussed on page 901, are only one 
example of this ; linseed oil, hides and skins, and raw cotton are 
others. In fact most, if not all, of the raw materials imported on 
public account—and they represent about half the annual import 
of raw materials—are being sold to British manufacturers at prices 
appreciably higher than those ruling in the world markets. 

Mr Wilson may well look at the April export figures with 
dismay, but at least a partial remedy lies already in the Govern- 
ment’s hands. It may take months to expand productivity by 


re-equipment or re-deployment—and in any case the co-operation 
of labour in these schemes has yet to become whole-hearted. 


* * * 


Easier Trend in Gilt-Edged 


The technical reaction in the gilt-edged market from the 
odd situation created by the initial response to the Gas issue 
early last week has proceeded a shade further this week, and has 
diminished, though not removed, the lack of symmetry in the 
yield structure. Paradoxically, just as the earlier rise in the market 
and the hoisting of the premium on the new Gas Stock to a 
momentary peak of Ij seemed to have been induced by official 
tactics, so has the subsequent reaction been accentuated by a 
decision by the authorities. On Friday of last week the market 
was taken by surprise by the news that the Gas Council had 
issued a further £40 million of the new Gas Stock to the National 
Debt Commissioners, for the purpose of financing capital expendi- 
ture and, in particular, of repaying floating indebtedness due to 
the banks. This tranche is, of course, on all fours with the stock 
issued to the holders of valued gas securities, but it was placed 
with the Commissioners at a price of 100}—or at 3 of a point less 
than the premium then quoted in the market. Although it is 
scarcely to be expected that this addition to the total issue will 
increase the supply available to the market, the implied hint as 
to the official view of the proper price for the stock was too obvious 
to be overlooked. The quotation accordingly reacted forthwith 
to 100% and has since lost another ys. This adjustment has been 
accompanied by a slight easing of the long-dated and irredeemable 
stocks. As a result, the yield margin offered to the latest redemp- 
tion dates by Gas Stock compared with Transport Stock, 1978-88, 
has widened from 4d. to 6d., but the gas stock still yields sd. 
more than 3 per cent. Redemption Stock with its fractionally 
longer maximum life—despite the fact that the Redemption Stock, 
which a week ago actually offered 1d. less than the Transport 
Stock, now yields 1d. more. 

A reminder of the power of the authorities in the gilt-edged 
market has been given this week by the issue of the closing state- 
ment for the Unemployment Fund, which was transferred to 
National Insurance Fund in July last. Securities held by the 


National Debt Commissioners on behalf of the Fund on the eve 
of the transfer totalled £543-5 million, of which just under 
million represented dated securities with final dates of 1967 of 
later and £73 million comprised 2} per cent “ Daltons. 
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wo its marketable securities was the purchase of just over £18 
million of Transport Stock, 1978-88, raising the total holding to 
{26.7 million. 


* * + 


reopening the Metal Exchange ? 


Mr G. R. Strauss, the Minister of Supply, was non-committal 
jn answering questions in the House on Monday about the 
re-opening of the London Metal Exchange. He said that the 
matter was still under review but that he had “no statement to 
make about it at the moment.” His replies to supplementary 
questions were also unsatisfactory. It may have been true that 
in 1947, and possibly last year, too, the governmental purchase 
of non-ferrous metals secured for industry adequate supplies of 
raw materials which might otherwise have been sold to the 
United States. But that is neither a reason nor an excuse for 
burdening British manufacturers now with prices well in excess 
of world levels. The Minister has been reviewing the question 
of re-opening the London Metal Exchange for nearly twelve 
months. The time has surely come for action. 

Base metal prices continue to fall in the United States, and 
are widening still further the margin between British and 
American prices. The Kennecott Corporation, which had tried 
hard to maintain copper at 23} cents a lb., reduced its price 
towards the end of last week to 184 cents. Since then the price 
has again fallen, with one leading smelter now quoting 18 cents 
a lb—f100 a ton, compared with £140 a ton in Britain. Lead 
has also dropped a cent to 14 cents a Ib. (£78 a ton ; the British 
price is £106 a ton) although the St. Joseph Lead company there- 
upon stated that it intended to keep its price “for an indefinite 
period” at 15 cents a lb. The price for zinc has been reduced by 
half a cent to 12 cents a lb., which is £66 tos. a ton against the 
equivalent British price of £1or a ton. 

Even if allowance is made for freight and delivery to consumers’ 
works in this country—say £5 a ton—and for the fact that sterling 
supplies tend to command a higher price than those from dollar 
sources, the difference between base metal prices in Britain and 
America is still much too large. Mr Strauss may not accept the 
implications, which are clear to everybody else, that the present 
discrepancy in prices is due to the system of centralised purchas- 
ing, but industry or the taxpayer is still obliged to pay for the 
trading losses incurred by the Ministry of Supply. These losses 
can now be limited only by re-establishing the metal market. 

There is, however, one danger attendant upon the resumption of 
private trade in metals. So long as certain countries operate dif- 
ferential rates of exchange againt sterling, there would be scope for 
international arbitrage in metals as between the London and New 
York markets, with a possible loss of dollars for the sterling area. 
This has already happened for wool ; during eleven months of last 
year, the sterling area lost $8,000,000 through trans-shipments by 
the Netherlands, Belgium, Switzerland and Italy to the United 
States. But the continuing fall in metal prices in the United 
States makes the danger slight. 


* * * 


“Pru’’ Chairman on Nationalisation 


At the centenary annual meeting of the Prudential Assurance 
Company, Limited, Sir George Barstow gave a spirited reply to 
the Labour Party’s threat to nationalise industrial assurance, and 
his points were telling ones. He challenged in turn each of the 
three claims made in the Labour Executive’s programme—that, 
under nationalisation, the people would gain, and that both policy- 
holders and staff would be more secure. How, he asked could 
the state guarantee that “no policyholder will suffer” ? Could 
it guarantee that future bonuses would not be less than they 
would have been under private enterprise? The size of the 
bonuses is a function of efficiency in management, skill in invest- 
ment and of the level of staff remuneration, ‘The would-be 
nationalisers complain that the savings of working people have 

invested “as the industrial insurance companies thought 
fit”; but this means that they have been employed so as to 
Produce, in the opinion of expert investment managers, the highest 
Possible return consistent with due security. Were they to be 
yed according to different but unspecified principles, could 

the profits and the security be as great, even granted an equal 
iency in management? On the contrary, as Sir George 
Barstow commented, there would be all too evident a danger that 
the funds might be invested “in speculative projects dear to the 
of influential ministers or used to buttress a cheap money 
Policy.” To the criticism that the industrial life offices, in their 
usiasm to sell assurance, might persuade people to take up 
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policies larger than they could really afford, Sir George had an 
apt retort: 


It ill becomes a party in power, whose Chancellor of the 
Exchequer imposes taxation to the extent of £400 million over and 
above the needs of the year in order to compel people to save, to 
complain if encouragement of voluntary saving has, in a relatively 
few cases, been carried too far. ; 


Whereas personal savings, taken as a whole, have become “ one 
of the most unstable and volatile elements in the economy,” 
savings by life assurance are among the most stable. As measured 
by the increase in the funds of the life offices during 1948, the 
net saving through these channels was in the region of £120 
million. 

It would be optimistic, perhaps, to hope that arguments such 
as these will sway the Labour Party’s debate at the Whitsun 
conference. But Sir George made it quite plain that, if the threat 
is confirmed, the Prudential’s “ major preoccupation” thereafter 
will be the protection of its shareholders’ interests. It seems that, 
as a first move in this direction, the board might shake itself free 
of the fetters of dividend limitation. In this matter the Prudential 
18 IN an unusual position in that, under its Articles, any increase 
in profits had to be divided in specified proportions between policy 
holders and shareholders- To meet the requirements of divider 
limitation, the company had to amend these provisions so as to 
permit policyholders to benefit from bonuses while shareholders’ 
dividends remained limited. The sum due to shareholders has 
accordingly been carried to a special dividend reserve fund which 
“can be used for no other purpose than distribution to share- 
holders at such time or times as the directors determine.” 


* * * 


ECA and the Oil Trade to Europe 


At the moment when Europe has begun to be substantially 
independent of United States oil, the American oil market has 
swung abruptly in the consumer’s favour. The coincidence of 
these two facts has caused same embarrassment to the Economic 
Co-operation Administration, which started last year from the 
assumption that it must avoid aggravating the shortage of oil in 
the United States. It is probably no longer true that the United 
States needs to curtail its oil exports and safeguard its domestic 
supplies. Indeed, the restrictions on output in force in Texas— 
and designed to safeguard the producers against a market glut— 
have been increased yet again this month, and now amount to 
about 800,000 barrels a day. What the Petroleum Press Service 
describes as “the first significant crack in the structure of the 
US crude oil market” occurred at the end of April, when some 
companies reduced by 25 cents the prices they were willing to 
pay for the heavier grades of Texas crude oil. 

It is natural, in the circumstances, that the American domestic 
oil industry should show alarm at the tendency for Europe to 
provide its own refinery services and to draw its crude oil from 
the Middle East instead of from the United States. The Economic 
Co-operation Administration has as yet provided few dollars, or 
none, for new European refineries, though it is committed in 
general terms to help. It has, however, bought Middle East oil 
extensively—from American companies—for supply to Europe and 
has been able to do so at prices lower than those prevailing in the 
United States. Middle East oil prices have lately begun to diverge 
from the price levels of the United States market ; and Mr Walter 
J. Levy, the petroleum consultant to ECA, said in a recent speech 
in Washington that Middle East crude oil would “in due course 
find its own price level for shipments to Europe.” 

Mr Levy was addressing the National Petroleum Council in 
Washington, and was clearly concerned to abate the prevailing 
excitement in the American oil industry about developments in 
Europe. He conceded that “the American oil exporter is going 
through a difficult period,” but pointed out that ECA, by replacing 
some of the European dollar deficiency had mitigated, and not 
added to, the difficulties: “ Without ECA the American oil busi- 
ness in Europe would already have been shot to pieces.” He 
recommended the American companies to reduce the dollar drain 
which oil imports represent to Europe by themselves building 
refineries there; in that case they would probably be able to 
ensure that Europe continued to take at least crude oil from 
dollar sources. Smaller European imports of refined products 
from dollar sources would not be a national disaster for the 
United States. The European oil industry must expand if Europe 
was to recover. But the expansion of refinery capacity suggested 
in the European plans seemed excessive, and ECA had suggested 
that the plans should be cut. 

It is clear from these remarks that ECA has a delicate task in 
persuading the OEEC countries to cut their refinery plans while 
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at the same time encouraging the American companies to build 
new refineries in Europe. But Mr Levy clearly regarded a distor- 
tion of the international oil trade to the disadvantage of the 
American companies as the only alternative. He made some 
references to the danger of “ unfair competition based on currency 
considerations.” There has been other evidence that, in spite 
of ECA buying, American companies have been meeting difficulties 
in the competition with sterling oil. It would be surprising (since 
most of the oil-importing countries are acutely short of dollars) if 
this were not so. But the distinction between dollar oil and 
sterling oil is at some points arbitrary, and some curious anomalies 
arise. Mr Levy’s speech is one of several indications that the 
United States Government has begun to regard these seriously. 


Finance and Investment 
Gas Business for CWS “ Bank ”’ 


Important questions of principle are raised by the decision, 
announced last week, of the North East Gas Board to transfer 
to the banking department of the Co-operative Wholesale Society 
the deposits and banking business of the gas undertakings within 
its area. This is the first occasion on which nationalisation has 
been used as a means of taking business away from the commer- 
cial banks, and the decision took the banks completely by surprise. 
The clearest precedent is that afforded by the arrangements made 
with the Coal Board. In that case the clearing and Scottish 
banks agreed among themselves and with the Board upon an 
allocation of the Board’s area banking accounts which gave each 
bank approximately the same share in the nationalised business 
as it had in the banking business of the coal industry before 
nationalisation. The first report of the Coal Board, describing 
this arrangement in detail, commented that the Board had “ re- 
ceived the wholehearted co-operation and assistance of the Bank of 
England, the English clearing banks, and the Scottish banks” in 
devising arrangements to enable cash to be withdrawn at some 550 
points throughout the country and in providing general banking 
facilities, while ensuring that the Board kept its bank balances to a 
minimum. Comparable arrangements were devised for gas, and 
have been duly accepted by eleven out of the twelve area boards. 


The dissenting board has as its chairman Mr R. S. Edwards, 
who was until recently a director of the Co-operative Wholesale 
Society. He is reported to have explained that the decision was 
taken “for purely business reasons.” That might be expected 
to mean either that the CWS banking department had quoted 
more favourable terms than the commercial banks, or that the 
Board considered that the CWS banking department would give 
better service. It is hard to see how either of these conditions 
could have obtained. The commercial banks did not quote 
terms, so that the Board could not have known whether in fact 
they would have been competitive. It is true that, when the 
CWS banking department was actively soliciting the business 
of local authorities, the allowances and charges it quoted were 
often more favourable than those offered by the commercial 
banks ; but, in the last twelve months or so, its terms have been 
revised, and it is by no means always true that, when commission 
charges as well as deposit allowances are taken into account, the 
CWS terms are more favourable. 


* * * 


Unfair Competition 


It is undeniable, however, that in many cases the CWS 
banking department does undercut the commercial banks. It 
can do this because it is bound by none of the conventions which 
govern the clearing banks. It has never been brought within the 
rule that no interest must be allowed on current accounts and 
that allowances on deposit accounts must not exceed 4 per cent. 
Ic is not obliged to maintain any minimum cash ratio, nor is it 
required to take up Treasury deposit receipts as all the com- 
mercial banks do. In consequence, its balance sheet exhibits 
an illiquidity which no commercial bank dare countenance. The 
latest available balance sheet, dated January 10, 1948, showed 
under the heading of “Investments, short-dated” only £12.7 
million of money at call and short notice. Including a cash holding 
of just over £6,000,000, the liquid assets were equivalent to a 
mere 74 per cent of the £248} million of liabilities on current 
and deposit accounts. At the nearest comparable date, the liquid 
assets of clearing banks (excluding short-dated investments, since 
these are not separated from other investments) amounted to 51 
per cent of deposits. 

But, whether or not the privileged position of the CWS 
banking department enables it to quote better terms than the 
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clearing banks, it is evident that it cannot give better 

If in some cases it is able to provide routine banking facilities 
of a range and quality not seriously inferior to those offered by 
the commercial banks, that is merely because the CWS banki 
department has for many purposes to lean heavily upon the 
commercial banking system, notably for clearing facilities and 
for the even distribution of cash to the dispersed points at which 
it is required, It is perhaps worth emphasising that, in the 
particular case of the North East Gas Board, the initiative seems 
to have come, not from the CWS banking department, but from 
the customer. This step should not be allowed to be treated 
as a precedent by other public authorities without a full enquiry 
into the status of the CWS banking department, and into its 
capacity both to undertake commercial business and to assume 
the financial and other obligations which the conduct of such 
business traditionally and properiy requires. 


- x * 


ICI’s Record Year 


The shadow of nationalisation has not been allowed to dim 
the account of the past year’s achievements in profits, expansion 
of capital projects and fruitful research given in the report of 
Imperial Chemical Industries for 1948. At this stage, it seems, 
the group is content to allow the record to speak for itself— 
and it is certainly an impressive record. Indeed, this workmanlike 
document might with advantage be sent to each delegate to the 
forthcoming Labour Party Conference were it not for the possi- 
bility that the profit figures—trading profit increased in 1948 from 
£22,913,165 to £29,375,063—1might be scrutinised without any 
due consideration of the circumstances which made them possible. 
The year’s record of production in the group’s eleven manufac- 
turing divisions has raised the volume of output to double the 
1938 level. Even this impressive expansion gives no adequate 
indication either of the dynamism which propels ICI towards 
its new records or of the multifarious activities with which the 
group is concerned. For example, the technical achievements of 
1948 included the discovery of “ Antrycide,” the much-publicised 
new drug, which is capable of immunising cattle from the tsetse 
fly-borne parasite trypanosoma congolense. Other developments 
perhaps less spectacular, may be expected to follow ICTI’s 
researches in the spheres of nitrogen fertilisers and anti-fouling 
paint for ships. 

Yet it is the bread-and-butter chemicals business—as exempli- 
fied by the alkali, dyestuffs, industrial explosives and general 
chemicals divisions portrayed in the main ICI exhibit at the 
BIF—which forms the basis of employment for the majority 
of the group’s 100,000 workers, aud of a sales turnover which 
last year expanded from £137 million to £164 million. These 
basic chemicals provide indispensable raw materials for a wide 
section of British industry and a hard core of direct exports, and it 
is mainly into these divisions that the group’s capital expenditure 
is flowing—with the full support of the Government. In 1948, 
expenditure on fixed assets amounted to approximately £20 
million, of which £14 million was for new plant and special 
maintenance. Additional capital expenditure of £22 million had 
been contracted for at December 31, 1948. The report states 
that shortage of steel is ceasing to be an obstacle to the pro- 
gress of the capital programmes of big companies such as ICI, 
which now finds the chief limiting factor to be the supply of plant 
and equipment by manufacturers. This is perhaps an echo of 
the particular stage reached in some of ICI’s projects; for 
example, at Wilton, the buildings have been constructed and the 
workshops are already busy on plant for the production of phenol 
formaldehyde and Perspex acrylic sheet. Again, ICI’s steel 
requirements will have been relaxed by the completion of the 
Tees tunnel, the advancement of work on the oil cracking plant, 
the erection of the nylon polymer factory at Billingham and the 
degree of mechanisation already achieved at Tunstead and Raynes. 


* * * 
Colliery Preference Repayments 


Preference shareholders in nationalised undertakings hoping 
for repayment of capital above par sustained a sharp rebuff from 
a decision in the House of Lords last week, This decision rejects 
appeals by the preference shareholders of two colliery compani¢s— 
Chatterley Whitfield and Wilsons and Clyde Coal—agaimst 
schemes submitted by the companies and earlier sanctioned i 
lower courts for the repayment of preference capital at par. The 
appellants had rested their case on the supposed alleviating effect 
of Section 25 of the Coal Industry Nationalisation Act. This 
section provides that any adjustment of interests arising from 
the Act will inter alia take into account the relative expectauons 
of income yield which the different interests would have had if the 
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Act had not been passed. But the regulations dated November I, 
1948, issued under Section 25 also make it quite clear that the 
rights of priority for the various classes of capital conferred by 
the memorandum and articles of association of a company remain 
valid. And their Lordships, apart from one dissenting judgment 
in the Wilsons and Clyde case, ruled that in the cases before them 
Section 25 could not override the provisions in the memorandum 
and articles of association of these companies. This decision 
appears both to deprive Section 25 of any value for preference 
shareholders and to be directly at variance with the real intention 
of the legislators as expressed in the debate on the Bill. Two 
courses now appear to be open if this intention is to be imple- 
mented. One is to seek amendment of the law. The other is to 
await any action permissible under the regulations for the sub- 
mission of a new scheme of arrangement which would be judged 
by a tribunal to be set up under the regulations. Lord Normand 
was quite emphatic that the possible setting up of such a tribunal 
had no relevance in the present cases. But the elaborate regula- 
tions drawn up to establish a tribunal surely presuppose that at 
some point it will have jurisdiction in deciding the fate of schemes 
put forward under Section 25, notwithstanding the House of 
Lords’ judgment. 

The marker has not altogether abandoned hope that schemes 
will be sanctioned which recognise the equitable claims of 
preference shareholders to capital repayment above par. Such a 
possibility is recognised by Carlton Main Colliery in its capital 
reduction scheme, but following the Lords’ judgment that Section 
25 now has no obligatory force, it would seem that any con- 
cessions to preference shareholders could only come from volun- 
tary agreement between the various classes of shareholders. As 
matters now stand, ordinary shareholders are unlikely in many 
cases voluntarily to concede to preference shareholders more than 
their contractual rights. The recent case of the Victoria Falls 
preference issue, repaid at par, is a good illustration of resistance 
by ordinary shareholders to any suggestion that preference capital 
bas equity rights, even where a business is terminated by an Act 
of Parliament. It may be that on general grounds, where colliery 
pteference capital has a market value above par, the case for 
repayment at a premium has some force. But the essentially 
practical reaction of the Stock Exchange this week to the House 
of Lords’ decision was to place this class of share on a strictly 
nominal dealing basis. 


905 
Argentine Exchange Permits 


_ While the commercial and financial discussions between 
Britain and Argentina have been proceeding amid obvious diffi- 
culties in Buenos. Aires, the Argentine monetary authorities have 
taken a further step forward in easing restrictions on imports 
into their country. The Central Bank has recently announced 
that it is prepared to consider applications for import exchange 
permits for a number of supplementary items to the list of 
essentials issued in mid-March. The list then published is now 
extended to such goods as a variety of optical and dental supplies, 
textile machinery spares, cinematograph film, aluminium, cellulose, 
soda, certain types of paper, and explosives. All these com- 
modities have become extremely scarce in Argentina. Their 
inclusion in the second of the two lists published on March rs5th 
means that an import authorisation will automatically carry with 
it an appropriate allocation of foreign exchange. The Argentine 
authorities have also decided to allow meat shipments to Britain 
to continue for another month, that is from May 13th to June 13th, 
on the present “open price” basis. This may be taken as a 
token of the Argentine Government’s unwillingness to break 
off the commercial negotiations, however Ioud their complaints 
about the “ inadequacy and absurdity ” of the latest British offer 
on meat prices. 

* * * 


Hongkong Silver Jumps 


The advance of the Communist forces and the collapse of 
the Chinese currency have led to a considerable expansion in 
the demand for silver. The price in Hongkong has risen 
in two months from 385 to 440 dollars per 100 taels, equiva- 
lent to a rise of 7d. per ounce, to 56d. per ounce. The 
business transacted has been small, as there is very little spot 
silver in Hongkong and the demand, mostly from Chinese 
quarters, has been for immediate delivery. In Shanghai itself, 
silver is now fetching exceptionally high prices, but no representa- 
tive quotation is available in what has now céased to be an 
organised market. The demand from South China is both for 
hoarding purposes and for normal commercial and monetary 


operations. As the so-called “gold” yuan has followed the 
National dollar into complete worthlessness, silver is being 


increasingly used as the medium for merchandise transactions. 
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Most of the silver which is sold in Hongkong is sterling area 
silver, much of it coming from Australia. The Indian market 
has not matched the rise of the Chinese price, though the quota- 
tion in Bombay has kept firm at between 180 and 181 rupees 
per 100 tolas. This represents a much higher equivalent than 
the Hongkong quotation; it is roughly 86d. per ounce. This 
margin is, of course, explained by the insulation of the Indian 
market from all free movements of silver. So long as the Indian 
authorities continue their policy of banning all silver imports, 
save under licence, the Indian price must be expected to remain 
inordinately high. 


x * * 


Dollar Loan for Spain? 


Reports from Washington and Madrid suggest that the 
prospects of n early dollar loan to Spain are rapidly improving. 
Official Spanish approaches have been made through the State 
Department to the Export-Import Bank of Washington and a 
Spanish Government representative is going to Washington to 
begin negotiations. A figure of $100 million has been mentioned 
—tentatively as yet. The proceeds of the loan would be used to 
finance the import of American capital equipment, including rail- 
way equipment, into Spain. A few weeks ago Spain secured credits 
of $25 million from commercial banking quarters in New York, an 
operation unlikely to have been concluded without the consent of 
the State Department. A spokesman of the State Department has, 
however, denied that the toleration of a Spanish approach to the 
“ Ex-Im ” Bank represents any change in US policy to the Franco 
Government, There is some evidence, however, that the state of 
the Spanish economy has become a matter of greater interest to 
Washington of late. The US Chargé d’Affaires in Madrid is 
reported to have urged certain economic reforms on Spain. These 
include a revaluation of the peseta, some diversion of Spanish 
resources from Government to private industry and measures to 
remedy the disequilibrium in the Spanish balance of payments. 
Some satisfactary response to these requests is likely to be a 
condition of securing the loan from the “ Ex-Im” Bank. 


* = * 


A Gold Point Disappears 


A new supplementary monetary agreement between the 
United Kingdom and Sweden was signed in London recently. 
Under this agreement, which was negotiated during the Anglo- 
Swedish talks of last December, each signatory agrees to waive 
the right to demand settlement in gold, as set forth in the 
earlier agreement of November, 1947. In that agreement the 
two countries undertook to hold one another’s currency up to 
the equivalent of £8,000,000. Thereafter any accumulations of 
sterling by Sweden, or of Swedish kroner by Britain, were to 
be convertible into gold. This right has now been waived up 
to the end of this year, when the basic Anglo-Swedish monetary 
agreement is due to be renewed. This waiving of the gold clause 
is unlikely to have any practical effect, since trade between 
Sweden and the sterling area is now running on an approximately 
even keel. Sweden’s sterling balances have in recent months been 
drawn down to a point at which sterling has become a decidedly 
hard currency for Sweden. The removal of this gold point is, 
none the less, a welcome development. If it could become the 
precedent for similar amendments of other British monetary 
agreements with European countries, the way might rapidly be 
open to an effective extension of free transferability of sterling in 
Europe. 


Industry 


The Coal Strike in Lancashire 


Hopes of a settlement of the Lancashire coal strike have 
improved as a result of the miners’ decision to hold a special 
delegate conference this weekend. The conference is expected 
to discuss a proposal (not a new one) from the National Coal 
Board which offers a supply of coal at pithead prices. But even 
if agreement is reached, the strike will have lasted the week out 
and a substantial coal output will have been lost. By the mid- 
week all of the 65 pits and 52,000 workers in the coalfield were 
idle ; the lost output in the first two days of this week alone 
was about 90,000 tons. 

The merits of the Lancashire miners’ claim for concessionary 
coal have tended to be pushed to one side by other considerations. 
The Coal Board rejected the claim on the ground that it would 
mean going back on the standstill agreement of 1944, which pro- 
vided that the differences then existing between the wage rates 
in the various districts should be preserved. It argued that to 
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concede free coal to the Lancashire coalfield would inean, in eff 

a change in the national wage structure, and would lead to de a2 
from other districts in order that the differences might be main. 
tained. It is reluctant to increase the total amount of coal (more 
than 5,000,000 tons a year) which is distributed to 
throughout the country, or indeed to take any course which mj 
lead, to a general raising of costs. Presumably it would not 
object to a redistribution of rewards by agreement between 
the miners’ districts themselves, but there is no sign from within 
the National Union of Mineworkers that any such agreement 
would be possible without an increase in the general level of 
payment. Yet it is on comparative grounds that the Lancashire 
claim is substantially based. Other districts get free coal. The 
absence of the same concession in Lancashire may well have been 
taken into account in fixing the wages of Lancashire miners in the 
past, but it would be hard to support that thesis by an analysis 
of comparative costs, output and rewards today. In the years 
since 1944 the wage level of Lancashire miners has risen less than 
the average wage level of miners throughout the country, and this 
does not appear to be explained by any relative falling-off in their 
output. The standstill agreement has, in some way, worked to 
their disadvantage. , 

But these questions—which, in view of the standstill agreement 
are to a large extent questions between the miners’ districts them. 
selves—will not win public sympathy for an unfortunate strike of 
excuse the flouting of the whole machinery for settling disputes 
No arbitration has been sought. No permission has been sought 
from the national executive, and no strike ballot held in the district, 
The strike is still “ unofficial,” but the district leaders have asso- 
ciated themselves with it and have made no apparent attempt to 
get their members back to work. It was inevitable in the cir- 
cumstances that the miners’ national executive, which met on 


Thursday, should urge the men to return to work so that negotia- 
tions could be reopened. 


* *x * 
More Difficulties in Motor Exports 


The reports from South Africa that assembled cars were to 
be excluded from the coming quota for motor imports have net 
been confirmed, Since, however, the South African Government 
is known to be engaged on a programme of severe import restric- 
tions, the consternation which the report caused in the British 
motor industry has not been allayed by an official statement 
from South Africa describing the report as “ unofficial and 
premature.” It appears that the South African motor traders 
are being consulted about the proposal, and its future depends to 
some extent on their reaction. 

Tighter restrictions on the import of cars into the Union have 
been expected for some time. Earlier reports had said that the 
upper price limit would be reduced to £500 or £400. This would 
not hit the British trade as hard as would a prohibition of as- 
sembled cars. Only two firms manufacturing cars in Britain have 
facilities for assembly in South Africa; both American-owned. 
The Ford Motor Company of South Africa opened its plant 
only two months ago to handle both British and American Ford 
cars, and General Motors assembles British-built Vauxhalls as 
well as American cars. Out of a total of 10,092 British cars sold 
in South Africa in the first nine months of 1948, 2,146 were 
Fords and 1,430 were Vauxhalls ; Austin sales, the only British 
group in excess of these figures, were 2,418. In the same period 
31,442 American cars were sold in South Africa. General Motors 
built 13,639 of these, Ford built 1,489 and Studebaker, the other 
American company with assembly plants in the Union, built 
2,729. 

If the prohibition, as has béen suggested, comes into operation 
in July, the immediate result will be to cut British exports to 4 
trickle until the British firms have gone through the lengthy 
process of acquiring the plants and the labour necessary for 
assembly in South .Africa. The American industry would gait, 
since the American assembly plants are evidently capable of 
supplying a substantial part of South African needs. The feeling 
in the British motor industry is that the scheme is too bad to be 
true, and that some imports of assembled cars are almost certain 
to be permitted. But a reduction of South African imports § 
inevitable, and can only aggravate the difficulty which the British 
motor industry is meeting in finding export outlets for 75 per cem™ 
of its output. 

The decision by New Zealand to take 50 per cent mor 
British cars than it took in 1948 gives only qualified comfor. 
Licences will be granted for unassembled cars only. 
British firms have facilities for assembly in New Zealand, but # 
substantial part of the trade has none. The tendency of importing 
countries to insist on local assembly is likely to have 4 are 
reaching effect on the structure of the British motor industry. 
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A large volume of sales is required to justify assembly plants 
in local export markets. American manufacturers who are 
accustomed to a large volume of trade have willingly undertaken 
it, and have gained incidental advantages from the lower tariffs 
and freight rates on unassembled cars. Some British firms are 
simply reluctant to see the final stages of production carried out 
away from their immediate inspection. But others have not the 
necessary volume of trade, and these—the smaller firms—cannot 
be expected to find it easy to meet their export quotas. 


* * * 


Development Council for Wool ‘Textiles ? 

The President of the Board of Trade disclosed on Tuesday 
the failure of the protracted negotiations which Sir Richard 
Hopkins has been conducting on his behalf in Bradford with the 
wool textile industry. No agreement had been reached, he said, 
on the setting up of a central body for the industry, and “ one 
side ” of it had rejected a compromise proposal from the Govern- 
ment. Mr Wilson had decided to proceed with the arrangements 
for establishing a statutory Development Council and would 
publish detailed proposals as soon as possible with a draft Order. 

The story behind Mr Wilson’s statement is a sad one. The 
wool textile industry agreed in 1947 that it would be desirable to 
have a continuing central body for the industry, and the structure 
of this body (a joint advisory committee) was outlined in the 
Working Party Report. This was before the passing of the 
Industrial Organisation and Development Act, and when the 
Act was passed the employers did not accept the opinion of Sir 
Stafford Cripps that the provisions of the Act would meet the 
industry’s wishes. They wanted a voluntary organisation and 
put up detailed proposals on how the voluntary organisation 
should work. They were prepared to concede ceriain parts of 
the Government case—for instance, the case for a statutory levy 
to replace the voluntary levy which for the last thirty years has 
maintained the Wool Industries Research Association at Bradford ; 
but this, they held, could be assured under Section 9 of the Act 
without applying the Act in full. The employers did not want 
a statutory Council. The trade unions, on the other hand, pre- 
ferred a statutory Council, though they do not appear to have 
found the employers’ proposals objectionable in themselves. Left 
to themselves, the employers and the trade unions could no doubt 
have agreed. And, indeed, the gap which divided the industry 
from the Government point of view must at one time during 
the negotiations have been narrow. It is unfortunate that no way 
was found of closing the gap altogether; in an important and 
responsible industry such as wool textiles, a Development Council 
which is brought into existence against the opposition of the 
majority of firms will start with a serious handicap. It may not 
yet be too late for a compromise. 


* * x 


End of the Freight War 


After two months of heavy rate-cutting in the cargo liner 
trades from the United Kingdom and Continent to India 
and Pakistan, the freight war which broke out early in March 
has been ended by agreement. The members of the conference, 
including British, Indian and Scandinavian shipowners, met in 
London last week, and it was afterwards announced that the two 
Dutch lines had rejoined the homeward and outward conferences. 
The secession of the United Netherlands Navigation Company, 
which brought the quarrel into the open, was the result of failure 
to agree on the share of traffic through the Antwerp-Hamburg 
range of ports which should be reserved for the Dutch ships. 
Freight rates were cut until at one pvint they were only 8 per 
cent of the previous level, and the Dutch company arranged 
sailings from Scandinavian and UK ports in an attempt to carry 
the war into “enemy” country. The former freight rates are 
now restored, and shippers who remained faithful to the con- 
ference lines will retain their “loyalty” rebate. The terms of 
the settlement are not known: it is supposed that there have been 
concessions by both sides. A continuation of the dispute could 


only have inflicted heavy losses on all the participants in this 
trade, 
. . * 


Costs and Freights in Coastal Shipping 


When the schedule of controlled freight rates for deep-sea 
shipping was abolished by the Minister of Transport at the 
beginning of December, it was stated that control for UK coastal 
shipping would be retained for a period of six months unless 
varied or cancelled by agreement between the Minister and the 
industry. Time is now running out, and it is plain that a decision 
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will soon have to be taken which may have a profound 
the future of the coasting trades. Coastal shipping has to £ 
not only some competition from foreign shipping, but competiting 
from road and rail transport, now nationalised, as well. ~ 
Transport Act lays an obligation on the Minister to have regagg 
for the importance of the coastal shipping industry in the national 
interest, and a Coastal Shipping Advisory Committee has been 
set up under the Act to advise him. The two main sections 
apart from the nationalised passenger services, are the tram : 
which carry homogeneous cargoes at charterers’ requiremen 
and the liners, which carry mixed general cargoes on regular 
scheduled services. Costs for both sections have risen consisten;| 
since the war. High port charges (including the high cost 7 
port labour) hit coastal ships particularly hard, since they spend 
more time in port and less at sea than other types of shi 
Bunkering and manning costs have risen steeply, and building 
costs are higher, compared with 1939 costs, than for any other 
type of ship. ’ 

Without a small subsidy (at present provided by the freight 
equalisation scheme) it is doubtful whether coastal liners could 
continue in operation today. After terminal charges have been 
paid on liner cargoes, the freight rate—to be competitive with the 
railway rate—would need to be less than tramp ships carrying 
bulk cargoes can afford to charge. Until the railways pay their 
way and work on a co-ordinated system with other traffic, the 
coasters’ position will continue to be very difficult, despite the 
true economies of sea transport, Coastal shipowners may see 
no alternative to accepting a permanent schedule of freight rates 
forming part of a co-ordinated rate structure for all three forms 
of transport. Such rates would need to be sufficient to enable 
owners adequately to replace their old ships; the Mercantile 
Marine Service Association, on behalf of Merchant Navy officers 
has drawn attention to this point in its annual report. Having 
examined 604 coastal and short-sea traders, the association finds 
only 171 ships less than ten years old and no fewer than 263 over 
20 years old. Some are over §0 years old. It feels that present 
conditions are working against the continued economical operation 
of coasters, and suggests that owners might be encouraged by a 
Government-sponsored “scrap and build” scheme or, failing 
that, by a system of taxation reliefs. 


effect on 


* * x 


Building Labourers’ Wages 


At a ume when high building costs cause concern it seems 
surprising that the National Federation of Building Trades 
Employers should have agreed to introduce a revised method of 
calculating labourers’ wages which will eventually add £5,000,000 
to the annual wages bill and increase the cost of building an 
average smal] house by something over £5. Under the new 
scheme, instead of the present arrangement by which the labourer 
gets 50 per cent of the craftsmen’s rate, there will be a fixed 
differential of 5$d, between the skilled and unskilled rates, which 
will raise labourers’ wages by 1d., 1}d., or 14d. an hour, according 
to their district. The new method will come into operation in 
stages, beginning in October. The employers point out that under 
the 80 per cent rule labourers did not always share fully in the 
cost-of-living sliding scale, and they hope that the settlement of 
a “long-standing grievance” will lead to compensatory increases 
in output and effort. No attempt is made to provide a positive 
incentive ; in general the industry may well benefit by improved 
relations, but the prospect of better output is by no means 
concrete. 

Another wage agreement just reached, which averts a threatened 
dispute in the cinema industry, concedes to cinema employees 
graded increases ranging from 15 per cent for workers eamning 
less than £3 a week to 5 per cent for those earning more than 
£5 a week. Employees will also get a fortnight’s holiday after 
two years’ service, and extra payment for working on statutory 
holidays ; the claim for extra pay for Sunday work has been 
dropped. 5 

Claims of this kind on behalf of specific groups of lower-paid 
workers meet with general sympathy. But the pressure to preserve 
the existing wage structure is strong; this means that the more 
highly-paid groups tend to press for more in their turn, and the 
general level tends to rise. 


Trade and Commodities 


Terms of Trade Deteriorating Further ? 


The terms of trade still show no signs of turning i 
favour of Britain. During the twelve months to 
import prices rose fairly steadily. Export prices followed a 
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but less marked trend which was interrupted first in November 
and again in February. These movements can be seen from the 
anying chart. The graph marked “ terms of trade ” has been 
calculated by dividing the index of import prices by the index 
of export prices and bringing the result to the same base, 
1947 = 100. It therefore shows, although only approximately, the 
increasing volume of exports necessary to procure a given volume 
ofimports. The graph has been plotted for three months’ averages 
except for March, 1949, which is plotted as a single month. By 
jast March the terms of trade had deteriorated by five per cent 
compared with 1947, and in that year they were already very much 
more unfavourable to Britain than before the war. This means 
that in March five per cent more exports were necessary to 
acquire a given volume of imports than in 1947. 
The import prices do not as yet reflect the fall in commodity 
ices in the world markets, and, owing to governmental procure- 
ment and the existence of contracts, it may be many months before 
any such relief comes. During the first three months of 1947, 
the cost of imported raw materials has risen steadily, while import 
prices of food, drink and tobacco have fallen. The export prices 
for British metal goods and textiles, on the other hand. have been 
almost stationary during this period ; the decline in the total index 
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of export prices has been due to a fall in the prices of other 
manufactures. ‘The prospect is not encouraging. If difficulties 
in Overseas markets increase, British export prices may have to 
decline still further. But unless the Ministry of Supply and the 
Board of Trade decide to amend their procurement policies so 
that British manufacturers can buy their raw material at world 
Prices, there will be no compensating movement in the cost of 
mports and the terms of trade will deteriorate further. 


* + 7 


Prospects for Rubber 


The rubber market has remained quiet for some time, and 
the London spot price is still under 11d. per Ib. World produc- 
tion Of natural rubber during the first three months of the year 
amounted to 337,500 tons, only a little less than in the same 
period of 1948. Consumption, on the other hand, was more than 
10 per cent higher at 377,500 tons. These figures would seem to 
belie the trends in the market, although it has to be remembered 
that consumption represents past purchases. But the quantity of 
tubber used both in the United States and in Britain—the two 
chief consumers—was less during the first quarter of this year 
than in 1948; American consumption has, in fact, declined by 

Wy 10 per cent. France, Germany and Czechoslovakia are 
using more natural rubber, but the main increase in this year’s 
consumption has come from larger Russian imports. Berween 
Muary and March the Soviet Union imported 32,500 tons, 
against 13,000 tons in the same months of 1948. But unless 
Russia agrees to sell Britain coarse grains, cotton and other 
Primary products, its rubber purchases will no doubt be limited 
by lack of foreign exchange. 

The prospects for the rubber market are, therefore, not very 
‘acouraging, particularly as production costs in Malaya are proving 

xible despite quite a substantial fall in the cost of living in 
the past year. Sir John Hay, in his annual address published 


with the accounts of the United Sua Betong Rubber Estates 
Limited, stated that wages in Malaya were still two to three 
umes as high as wages before the war. He warned the stockholders 
‘at since the replanting programme was interrupied between 
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1941 and 1946, increased cutput from new trees would not be 
available to offset the declining productivity of the older areas 
until postwar plantings mature. Under these conditions a main- 
tenance or expansion of profit must depend on the increased 
efficiency of both management and administration. Sir John 
gave some interesting figures showing how the company’s income 
was used in 1948. Wages and materials alone took over 60 per 
cent, Management and administration roughly 5 per cent, freight, 
distribution and marketing nearly 8 per cent, the Governments 
of the United Kingdom and Malaya almost 13 per cent and stock- 
holders about 5 per cent. These percentages show the limited 
scope which exists fer pruning expenditure. 


* * * 


Trends in Cotton and Wool 


The Raw Cotton Commission, unlike the Ministry of 
Supply, is still trying to keep its prices in line with world levels. 
On Monday it revised the prices of 28 out of the 30 different 
grades of cotton it sells: most of the adjustments, however, were 
upwards. In general, American type cottons are now jd. a Ib. 
dearer, and certain Egypuan types from 3d. to 14d. a lb. dearer. 
Only two varieties, both Egyptian, have cheapened. These 
changes reflect the firmness of the New York and Alexandria 
markets, where prices have tended to rise in the past few weeks. 
American prices are at present substantially above the level ruling 
some six months ago, despite the large crop in 1948 and the 
smaller consumption of cotton in the United States. Over 
4 million bales of last year’s crop have been put into loan with the 
US Commodity Credit Corporation and this quantity is sufficiently 
large to offset both the higher output and the lower consumption. 
In fact, supplies coming on to the market are now smaller than a 
year ago. 

This fact at least explains the recent firmness of the market. 
But it is clear that sooner or later the CCC stocks must be 
liquidated, especially if another bumper crop is harvested this 
summer. The area planted to cotton is expected to be at least 
7 per cent larger than in 1948, and this area, given favourable 


. weather, should mean a yield of 15} million bales or nearly a 


million bales larger than a year ago, so that the supply of cotton 
is likely to be well in excess of requirements. The longer term 
prospects therefore favour a fall in cotton prices rather than a 
rise, and but for the existence of support prices in the United 
States the fall might be sharp. The possibility of a surplus of 
cotton has already been discussed by the International Cotton 
Advisory Committee—at its recent meeting in Brussels where 
proposals for an international agreement were examined. 
Importing countries would no doubt prefer to wait until the 
American market reflects more accurately the long-term supply 
and demand conditions before they commit themselves to a five- 
year agreement. 

Wool prices have also hardened in recent weeks, although 
buying on Thursday, the first day of the new London sales, 
was hesitant. Stocks in most consuming countries are relatively 
low, but this is probably due more to the uncertainty of wool 
prices than to shortages. Yet any statistical analysis shows that 
world production next year—even if it expands by § per cent— 
will be inadequate to meet consumption, if the current rate of 
consumption is maintained. And by the end of next season the 
accumulated stocks held by both the Joint Organisation and 
CCC are expected to be liquidated. But it is the present rate 
of consumption that is more likely to fall. Wool consumption 
in the United States has fallen quite sharply in recent months 
and is back to its prewar level. In Britain, and in western 
Europe generally, there is considerable sales resistance to the 
present high cost of clothing. To assume that wool prices 
can be maintained in the face of a general fall in commodity 
prices supposes that wool has created for itself a peculiar demand 
which did not exist before the war. There is no evidence of 
this. Despite, then, the smallness of the prospective rise in 
the world wool clip, prices for wool—like those for cotton— 
are likely to be lower next season. 


Shorter Note 


Iron and steel output in April was affected by the Easter 
holiday, and was at a lower rate than in March or February. 
The average weekly output of 304,900 tons of steel ingots and 
castings represents an annual rate of 15,854,000 tons, and 1s higher 
than in any previous April. Pig iron output was further reduced, 
in consequence of the number of furnaces being relined ; at a 
weekly average of 178,600 tons, it was slightly lower than in 
April last year. 
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COMPANY MEETINGS 


THE PRUDENTIAL ASSURANCE 
COMPANY, LIMITED 


HUNDREDTH ANNUAL REPORT 
SUCCESSFUL RESULTS 
NATIONALISATION PROPOSALS CRITICISED 
SIR GEORGE BARSTOW’S REVIEW 


The one hundredth annual general meet- 
ing of The Prudential Assurance Company, 
Limited, was held, on the 5th May, 1949, at 
142 Holborn Bars, London, E.C.1, 

Sir George ewis Barstow, K.C.B., 
chairman of the company, presiding, in the 
course of his remarks said:— 

By an ironical coincidence the Prudential’s 
one hundredth annual report was published 
on the same day as the Labour Party’s 
Manifesto advocating the nationalisation of 
the whole of the activities of this and of all 
other offices transacting industria] assurance 
business. Every word and figure in the 
Prudential’s report bespeak a sense of 
responsibility and of promises faithfully kept 
and to be kept. How great a contrast to the 
nationalisation proposal! I shall return to 
this subject later in my speech. 

In the ordinary branch the total sums 
assured in force, including bonuses, 
exceeded £551 million. 

The directors have declared reversionary 
bonuses in respect of the year 1948 at the 
rate of £1 4s. per cent. for policies of classes 
issued in the United Kingdom, Australia, 
New Zealand, Canada, South and East Africa, 
the Rhodesias and Nyasaland and at the rate 
of £1 per cent. for policies of other overseas 
classes. 

In the industrial branch the total sums 
assured in force, including bonuses, exceeded 
£889 million. 

The expenses were 23.27 per cent. of the 
premiums, as compared with 24.84 per cent. 
for the preceding year. 

The directors have declared a reversionary 
bonus in respect of the year 1948 at the rate 
of £1 per cent. This bonus, as in the 
ordinary branch. is an increase of 4s. per 
cent. over that for the previous year. 

In the general branch our total premium 
income from fire, accident and marine busi- 
ness was over £7,150,000, of which over 
£3,000,000 was derived from overseas 
sources. 

The underwriting results show a consider- 
able improvement over those for the previous 
year, which were exceptionally poor. The 
total underwriting profit for 1948 is £510,000 
compared with £206,000 for 1947. 

The total net surplus for the year, exclud- 
ing the amount brought forward, is £300,000 
compared with £177,000 for 1947. 


EFFECT OF LIFE ASSURANCE ON 
NATIONAL ECONOMY 


The beneficial influence c1 the national 
economy of the people’s life assurance 
savings is not gencrally realised. Whereas 
the total of other forms of nal saving 
is one of the most unstable and volatile 
elements in the economy, life assurance 
savings are among the most stable, because 
of the long-term nature of the contracts. 

The increase in the funds of the life 
assurance companies during 1948, which 
may be taken as an index of the net insur- 
ance saving, was in the neighbourhood of 
£120 million. If this source of saving had 
suddenly dried up, the Chancellor would 
have been faced with the disagreeable 
alternative of making good the shortfall by 
taxation. 


PRUDENTIAL OVERSEAS BUSINESS 


The Prudential handles life business in 
Australia, New Zealand, Canada, South 


Africa, the Rhodesias and Nyasaland, East 
Africa, Egypt, the Sudan, Cyprus, Malta, 
Palestine, India, Pakistan, Burma, Ceylon 
and Malaya. Fire and accident business is 
transacted by the Prudential in most of these 
and in many other countries. Fire re-insur- 
ance business is conducted in the U.S.A. 
through our subsidiary, The Prudential 
Insurance Company of Great Britain. Marine 
business is also transacted in many overseas 
countries. 

The staff employed by the Prudential in 
these overseas territories exceeds 2,500. 


TRIBUTE TO STAFF 


Nothing of what we have achieved or are 
achieving would have come to pass without 
the loyal co-operation of the staff. We have 
passed through major wars and through such 
dislocations as the acceptance and, later, the 
withdrawal of a share in the administration 
of the national health insurance service. On 
all such occasions the staff have co-operated 
fully. 

A Prudential contract is gocd not only 
in this country but in all the many overseas 
territories in which we work. We have built 
our reputation on our promise to pay and on 
service to policyholders. 

The position now, at the end of a hundred 
years, is that in point of size we are the 
largest insurance company in the British 
Commonwealth of Nations and the third 
largest in the world. In the range of our 
activities we are second to none. 


NATIONALISATION 


With these comments on our company in 
mind, I want you now to consider the 
nationalisation proposals contained in the 
Labour Party’s Memorandum. 

In that spirit I would remind you that 
voluntary insurance does more than meet the 
needs of individuals to provide against the 
risks of death, fire and accident. Because of 
its fine reputation, to which I have already 
referred, its life business 1s the most stable 
form of thrift and its other business earns 
an important volume of overseas currencies. 
Voluntary insurance is so vital to the nation, 
so sound and yet so sensitive to public 
opinion both here and overseas, that it is 
surprising to find it treated so irresponsibly. 
It is the more surprising since the value of 
voluntary insurance seems to have been 
recognised by Sir Stafford Cripps and by 
other members of the Government. Sir 
Stafford’s actual words in the House of 
Commons in 1945 repeated elsewhere in 
1947, were: 

“It would perhaps be proper in this 
connection to infoim ‘the House of the 
attitude of the Government towards the 
future of British insurance business. The 
Government have no intention of interfering 
with the transaction of insurance business 
by private enterprise save to the limited 
extent to which insurance at home may be 
affected by the existing proposals relating to 
pee social insurance and _ industrial 

juries. It is the desire of the Government 
that insurance should be in the future as in 
the past dealt with on an international basis 
and | as business of an international charac- 
ter. 

And now, even whilst the Chancellor of 
the Exchequer enjoins upon us all the 





greatest possible measure of thrift: 
whilst the President of the Board of Trak 
announces that all possible steps must 
taken to increase our dollar-earning ca me 
this nationalisation proposal is ee 
proposal which, if implemented, 
jeopardise those national assets of thrift and 
overseas earnings. 


ALLEGED ADVANTAGES OF 
NATIONALISATION 


The Labour Party’s document claims thr 
t : " ee 
positive advantages for nationalisation but 
without any indication of how they are 
be achieved, These three claims are that . 
; : the 
people will gain, that policyholders will be 
more secure and that the staff will be more 
secure. 

What is meant by the vague Phrase “ the 
people will gain”? A nationalised industry 
may run at a loss at the expense of the 
consumer or the taxpayer or both. We 
already have examples of this. Or, like the 
Post Office which overcharges for letters and 
telephones, it may be utilised as an instry. 
ment of taxation. Both of these alternatives 
are inequitable and in neither case can tt 
fairly be said that the people will gain. The 
truth is that the people as a whole can gain 
only by increased efficiency 

It is claimed that policyholders will be 
more secure. In practice, policyholders are 
already completely secure. We could our. 
selves increase the nominal security by 
investing the whole instead of about owe-half 
of the funds in British Government securi- 
ties but only at the cost of a great loss of 
interest earnings and a corresponding in- 
crease in premiums or decline in bonuses. 
Policyholders would not be grateful for this 
substituted security. 

The statement that “no policyholder will 
suffer,” followed by a reference to guaran- 
teeing existing policies, is vague and no 
doubt purposely so. The vast majority of 
both ordinary and industrial life assurance 
policyholders participate in profits in the 
form of bonuses. How could the state 
guarantee that future bonuses would not be 
less than those that would have been received 
under private enterprise ? Even supposing 
that the state guaranteed future bonuses at 
the rates obtaining at the time the business 
is taken over, it cannot be certain that the 
offices, were they left to carry on the busi- 
ness, would not be in a position to declare 
higher bonuses as the years go by. Competi- 
tion ensures that bonuses are as high as is 
compatible with security to policyholders. 

How staff would be more secure in their 
jobs is not clear. Although there is con- 
siderable movement of agency staffs at young 
ages due to the character of the business and 
the experimental nature of many of the 
approaches to us, there is no unemployment 
in the industry and no insecurity for the 
established agent. How, for instance, can 
the state promise to a young man of 254 
life career in industrial assurance ? Perhaps 
the guarantee does not extend to a life 
employment. If not, for how long ? 


INVESTMENTS 


I have already commented on the effect 
of the change apparently contemplated in 
investment policy. The criticism 1s 
“the hard won savings of working 
have been invested as the industrial assur- 
ance companies thought fit.” I say without 
hesitation that we never relax our efforts to 
invest the policyholders’ funds in their best 
interests. There is indeed no reason why 
we should do otherwise. Perhaps it 
intended to imply in the Labour Partys 
document that the company uses its funds 
in some sinister way to the advantage 
shareholders. How can this be ? There ate 
no separate assets for shareholders and until 
the question of limitation of dividends aro, 
there was not even any amount Ca 
ward for the benefit of shareholders e 
Let me add that in no way do we =” 
use the funds which we hold in trust for = 
policyholders to gain power or to int 
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with industry. We seek always to avoid a 
controlling interest in any other concer, 
Our investments in new issues can hardly be 
giticised as the Government already exercises 
control through the Capital Issues Com- 
mittee. ‘ ‘ 

J repeat that we invest only in the policy- 
holders’ interest. A nationalised insurance 
board would, on the other hand, have to 
gt at the dictation of the Government. 
Investments might well be made not in the 

icyholders’ interest but in the interests 
of the political aims of the Government of 
the day without due consideration of the 
economic soundness of the projects. Might 
pot the funds of the policyholders be invested 
in speculative projects dear to the hearts of 
influential Ministers or used to buttress a 
cheap money policy ? 

These detailed arguments indicate strongly 
that it is unWise to propose nationalisation. 
When, however, one adds the important 
national angles of thrift and of overseas 
earnings, the project is certainly not only 
unwise but, if implemented, definitely harm- 
ful to the national interest. 

It is indeed difficult to understand why 
nationalisation is proposed at all. Is it 
nationalisation for nationalisation’s sake ? Or 
does the Labour Party’s appetite extend 
beyond the investment of the funds to the 
funds themselves ? These funds, held in 
tust for policvholders, amount, in the case 
of the offices immediately threatened, to over 
{1,200 million, and in the case of the remain- 
ing offices, who would eventually suffer the 
same fate, to a further £1,500 million. 


LIMITATION OF DIVIDENDS 


The directors would, in those circum- 
stances, also feel bound to reconsider the 
matter of the limitation of dividends to 
which they so recently gave effect. In that 
connection, it must not be overlooked, either 
by our shareholders or by anyone else, that 
limitation of dividends took, in our case, an 
exceptional form owing to the rigidity of our 
Articles. Thus we have not simply declared 
a dividend at last year’s level. Profits suffi- 
cient for bigger bonuses to policyholders and 
a bigger dividend were produced last year 
amd shareholders’ profits were directly 
telated, as always, to the policyholders’ share 
of the profits. The excess of the sums so 
ewailable for shareholders over the cost of a 
dividend at the previous year’s rate has, as 
our accounts show, been carried to a special 
dividend reserve fund and can be used for 
no other purpose than distribution to share- 
holders at such time or times as the directors 
determine. It would be unwise to come to 
a decision on this matter now, but I repeat 
the assurance to shareholders that it shall 
have reconsideration after the Labour Party’s 
Whitsun Conference if the nationalisation 
threat should then be confirmed. 


CONCLUSION 


I am convinced that an overwhelming 
majority of the holders of industrial life 
Policies, ordinary life policies, fire and 
accident policies would not approve of the 
fationalisation of the insurance industry or 
of a first step in that direction by nationalis- 
img Certain sections of it. If the nationalisa- 
Hon proposal contained in the Labour Party's 

ment be approved at their Whitsun 
conference, and if the project could then be 
Put to policyholders to vote on as a separate 
sue, there is no doubt that it would be 
ively rejected. 

tis my belief that the nationalisation of 

tary insurance is an encroachment by 
State on the freedom of the individual 
and on the legitimate sphere of private enter- 
Prise. The entry of the state into such a 
1 matter as voluntary insurance, whose 

run through the whole of the national 

Y, Means, in my opinion, that the 

gd would find itself inextricably entangled 
Matters which are not its concern—a 

: » of which the public, nearly all of 
whom are policyholders, would not approve. 


COMMERCIAL UNION 
ASSURANCE COMPANY, 
LIMITED 


ANOTHER YEAR OF PROGRESS 
LT.-COL, JOHN LESLIE’S SURVEY 


Phe annual general meeting of the Com- 
mercial Union Assurance Company, Limited, 
will be held on May 30 at the head office, 
24, Cornhill, London, E.C. 

Phe following is an extract. from the state- 
ment of the chairman, Lieut.-Col. John 
Leslie, D.S.O., M.C., on the report and 
accounts for the year 1948, which has been 
circulated to the stockholders: 

We have had another year of progress. 
Much of this was overseas, where we have 
to a large extent rehabilitated our branch and 
agency organisations. I mention this because 
of the importance to the national economy 
of overseas insurance business and because 
you should know of our company’s share in 
it. The international character of insurance 
is recognised by those familiar with the 
workings of the insurance world, but to the 
layman it is not apparent, and it may help 
you to appreciate it if I tell you that of our 
£29} million fire and accident premiums, no 
less than £19} million, or two-thirds, is in 
respect of business transacted outside the 
borders of this country. The international 
character of marine insurance needs no 
stressing. 

The organisation of our group of com- 
panies is widespread over the world. In well 
over 60 different countries we are represented 
by branches or agencies, some of which are 
very old-established indeed, and we issue 
policies, receive premiums and pay claims 
in almost every currency. Generally, the 
resilience of our overseas business has been 
remarkable, and it is very encouraging for 
the future to find that after all the vicissitudes 
of the last ten years our company’s reputa- 
tion in the world for security and service 
stands as high as ever. 

Even though our company is not directly 
involved, I feel I must say a word regarding 
the nationalisation proposals now being. pro- 
pounded. Their implementation would, in 
my view, be gravely detrimental to the busi- 
ness of insurance as a whole and, in par- 
ticular, to the preponderating overseas sec- 
tion. Relying upon assurances given upon 
more than one occasion by His Maijesty’s 
Government, the world has understood that 
insurance will not be nationalised, and any 
change in that policy could not but be inter- 
preted as a violation of the principle which 
lies at the root of all insurance—‘“ uberrima 
fides.” It is earnestly to be hoped that wiser 
counsels will ultimately prevail. I will now 
turn to the departmental accounts. 


FIRE DEPARTMENT 


The premium income amounted to 
£13,909,115 and was- £738,446 more than 
in 1947. The ratio of claims paid and out- 
standing was 45.43 per cent., commission 
absorbed 19.52 per cent., and expenses of 
management accounted for 21.59 per cent. 
After adjustment of the reserve for unexpired 
risks, £1,000,000 has been transferred to 
profit and loss account. The fire fund now 
amounts to £11,914,354, or 85.66 per cent. 
of the premium income. At home there has 
been an increase in premiums and an im- 
provement in the claims ratio, The great 
industrial effort of the country has naturally 
increased the quantity of insurable property 
and this, coupled with the fact that more 
people are increasing their cover to present- 
day values, accounts for the increased 
premium. On the claims side there has 
been a marked reduction in the number of 
claims for storm, burst pipe and flood 
damage as compared with last year, when 
the experience was unusually heavy. _ 

Fire wastage generally, however, continues 
at a high level. As you know, fire prevention 
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is an important function of our business and 
the technica] knowledge on the subject which 
is gained by our research organisations is 
continually being passed to our policyholders 
in an endeavour to reduce the risk of fire. 
Notwithstanding this, there are many pre- 
veniable fires, and the fire wastage in the 
country still amounts to a vast total. Any 
reduction in this is the equivalent of increased 
production and would be a great contribution 
to the national economy; we are therefore 
strenuously continuing our efforts in. this 
valuable work. 

In the United States our claims experience 
was rather more favourable, notwithstanding 
the heavy fire wastage in that country 
throughout the year, and our operations 
yielded a smal! though nor unsatisfactory 
margin of profit. In the Dominions, the 
Colonies and elsewhere overseas our busi- 
ness expanded and the results were hearten- 
ing. We were able to pay personal visits to 
many of our representatives, particularly 
those in Asia, and we were also glad to be 
able to extend a warm welcome to those of 
our overseas friends who came to this 
country during the year. : 


LIFE DEPARTMENT 


Once again the total new life business for 
1948 constituted a record in the history of 
the company, and 12,975 new life assurance 
policies were issued for sums assured of 
£14,398,596, of which, after allowing for 
reassurances, £14,047,265 was retained at 
the company’s own risk. The comparable 
figures for 1947 were 11,973 policies for 
£12,306,990 gross (£12,079,064 net). The 
average new sum assured was £1,109, com- 
pared with £1,028 in 1947 and £1,004 in 
1946. In addition 2,603 immediate and de- 
ferred annuity policies were granted to secure 
£136,620 per annum. Towards the end of 
1948 there was an appreciable falling off in 
the demand for life assurance, and a con- 
tinued expansion of new business at the im- 
mediate postwar rate can hardly be expected. 
For the first time the life assurance premium 
income exceeded £3,000,000, the actual 
figure of £3,176,090 being £351,699 in excess 
of the corresponding income for 1947. Dur- 
ing the year the life fund increased by 
£.1,382,267 to £37,640,830. 


MARINE DEPARTMENT, 


The net premiums in this department 
amounted to £1,904,508, an increase of 
£48,894 over the previous year’s total. The 
claims paid and outstanding, after deduction 
of reinsurances and salvages, amounted to 
£890,375, and out of the profit of under- 
writing years now closed the sum of 
£250,000 has been transferred to profit and 
loss account. The marine fund now stands 
at £2,934,824, or 154.10 per cent. of the 
premium income. Marine imsurance is 
mainly concerned with the insurance of ships 
and their cargoes, and our business closely 
follows their development and fortune, Dur- 
ing the year there has been a great increase 
in new tonnage and in the volume of world 
trade, and these are the principal factors 
accounting for our increased income. 


ACCIDENT DEPARTMENT 


The net premium income of this depart- 
ment amounted to £15,533,070, an increase 
of £987,870. The ratio of claims paid and 
outstanding was 57.30 per cent., commission 
accounted for 17.01 per cent., and expenses 
of management 18.35 per cent. The under- 
writing surplus was £1,170,238 and_ after 
adjustment of the reserve for unexpired risks 
there remains an underwriting profit of 
£775,090, or 4.99 per cent. of the premium 
income. The accident fund now aimounts to 
£10,076,185—that is, 64.87 per cent. of the 
premium income. 

The interim dividend was 3s. per £1 stock 
paid in November last and the final dividend 
of 4s. 6d. per £1 stock is now recommended 
by the directors. 
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LEGAL AND GENERAL ASSURANCE 
SOCIETY LIMITED 


THE HON. W. B. L. BARRINGTON’S REVIEW OF OPERATIONS 


The annual general meeting of the Legal 
and General Assurance Society Limited was 
held on the 11th instant in London. 

The Hon. W. B. L. Barrington, the chair- 
man, said :— 


LIFE ASSURANCE AND ANNUITY FUND 


For the third successive year, the new life 
business transacted by the society was greater 
than in any previous year. Excluding in- 
creases yn the sums assured of existing group 
life contracts, the net new business amounted 
to £27,082,824, an increase of £2,329,923, If 
the increase in existing group policies is 
included the total net new business 1s 
£38,970,926. 


MORTGAGE REPAYMENT 


The decreasing term insurances known as 
the combined scheme which we issue to pro- 
vide for the repayment of mortgages on house 
property in the event of the death of a 
borrowing member of a building society have 
been well maintained. 


NATIONALISATION SUGGESTIONS 


It cannot be disputed that in critical times 
insurance companies have done all that was 
possible to assist the country, as, for example, 
during the war years when their financial 
resources were placed at the service of the 
Government. Since the war, when the fight 
against inflation bas become a major problem, 
the insurance companies have played an active 
part in assisting the economic policy of the 
Government by attracting purchasing power 
from the public and converting it into savings 
for their future benefit. This has been 
admitted by Ministers to be true, but 
we now find that a_ section of the 
insurance business is suggested for 
nationalisation in deference, I presume, to 
left wing political dogma. It is to be feared 
that arguments, however sound, stand little 
chance of being considered where they are 
contrary to Socialist theory, but policyholders 
should realise that they have nothing to gain 
under nationalisation whereby, in place of a 
system which has been developed by compe- 
tition, their insurance is to be transacted by a 
State monopoly. Indeed, with-profit policy- 
holders may well ask themselves from what 
source the future profits which they hope to 
see added to their sums assured can possibly 
accrue. 

It is to be hoped, too, that the public will 
realise before it is too late that to nationalise 
insurance is to interfere with their private and 
personal affairs which cannot be to their 
benefit. Further, it is bound to lead to the 
destruction of a large volume of international 
business which at present is earning very con- 
siderable foreign income and constitutes a 
most valuable invisible export. 


Today only a specialised group of com- 
panies is threatened. but as scme of these 
particular companies are operating all classes 
of business all over the world it is only one 
more step towards taking over every com- 
pany. I offer no apologies, therefore, for 
making these observations, and although at 
the moment this society is no? on the pre- 
scribed list I am umhesitatingly expressing 
my view that to nationalise any part of the 
insurance business is thoroughly unjustified 
and will, if carried out, prove to be a grave 
disaster. 


RATE OF INTEREST 


The net rate of interest earned by the life 
assurance fund, excluding the amount in- 
vested in purchased reversions, was 


£3 ls. 6d. per cent. compared with 
£3 12s. 1d. per cent. for the year 1947. 


FIRE INSURANCE ACCOUNT 


The net premium income in the fire depart- 
ment showed an increase of £222,751. The 
claims ratio at 44.13 per cent. was slightly 
higher than for the previous year, but com- 
mission, expenses, foreign and Dominion 
taxes, were lower at 44.01 per cent., the 
reduction being 1.29 per cent. 

The underwriting surplus, after making 
provision for outstanding claims and un- 
expired liabilities, was £97,874. This figure 
was increased by adding interest on the fire 
funds to £127,993, and after replenishmg 
the exchange reserve and making provision 
for taxation and staff pension contribution 
the net surplus on the year’s trading 
amounted to £39,936. This sum was added 
to the additional reserve, which now stands 
at £248,474. 


ACCIDENT INSURANCE ACCOUNT 


The net premium income in the accident 
account increased by £62,643 to £737,596. 
This increase is all the more noteworthy 
as Our premiums from workmen’s compensa- 
tion business were reduced by more than 
£50,000 consequent upon the introduction 
of the new Insurance Acts. The claims ratio 
at 43.93 per cent. showed an improvement 
of 2.01 per cent. on the previous year. 
Commission, expenses of management, and 
Dominion and foreign taxes were also lower, 
the ratio being 44.74 per cent., compared 
with 45.75 per cent. for the year 1947. 

The underwriting surplus was £64,482 
after making proper provision for unexpired 
liabilities and outstanding claims. Interest 
on the accident fund increased the surplus 
to £83,861 and after debiting the account 
with the amount required for United 
Kingdom taxation and staff pension con- 
tribution the net profit for the year which 
has been retained in the account by adding 
it to the additional reserve was £31,453. The 
net profit for the year 1948 in the fire and 
accident departments amounted to £71,389. 


FUNDS AND PREMIUM INCOME 


The total. funds of the society and its 
subsidiaries, excluding the Gresham Life 
Assurance Society Limited, amounted on 
December 31, 1948, to £109,775,375, an 
increase of £11,202,313. The total premium 
income from all classes of business was 
£15,871,731, an increase of £1,992,870. 

ASSETS 

The assets total £113,259,451, an increase 
during the year of £10,642,713. The invest- 
ments representing them are constantly under 
review and the directors are satisfied that 
they are fully of the value at which they 
stand in our books. 

The total Stock Exchange Securities stand 
in our balance-sheet at {£73,337,963, repre- 
senting an increase during the year of 
£4,854,321, and the usual valuation made by 
the society’s brokers as at December 31, 1948, 
reveals a satisfactory margin of appreciation 
over book values. 

The directors have decided to enter into 
the marine insurance market. We have been 
fortunate in that we have been able to join 
a strong group of companies underwriting 


this class of business, thereby securing at 


the outset a substantial premium income. 
Messrs Andrew Weir roms and 
Trading Company Limited, who manage 
the group of companies we have joined, have 
been appointed by us as underwriting o~ 
and the marine underwriter is Mr W. J. 


The report and accounts were adopted. 


THE ECONOMIST, May 14, a4 
THE LONDON ASSURANCE 
ANOTHER RECORD 


The annual general court of The London 
Assurance will be held, in London, on the 
lst proximo, P 

The following is an extract from the State. 
ment by the Governor, Mr R. Olaf Hambro 
on the report of the directors, accounts at 


balance sheet for the year ended Decem 
31, 1948:— = 

I have to refer with deep regret to the 
retirement of Sir Arthur Morgan from the 
position of general manager of this corpora- 
tion, a position which he has held for fifteen 
years, and from the court of directors. To 
succeed Sir Arthur, we have appointed Mr 
J. A. Pollen, who has worked in Close ¢o- 
operation with him for very many years, 

In the life department we have had once 
again a record year in gross sums assured 
and after deduction of reassurances the su 
figure of sums assured amounted t 
£4,404,490. The premium income for the 
year at £1,247,701 shows an increase of all 
but £100,000, and this figure also is a record 
in Our experience in the life department. 
Interest, dividends and rents, less income tax 
show a net figure of £449,280, and considera- 
tion for annuities granted £86,433. There 
is a transfer of £15,000 to profit and loss 
account, After dealing with various items 
the fund shows an increase over the previous 
year of £688,016, the total of the fund now 
being £14,518,512. 


FIRE, ACCIDENT AND MARINE 


The fire department has an_ excellent 
record to show in respect of 1948 operations, 
the total premium income at £4,446,247 
representing the highest premium income yet 
attained in the history of the department. 
The increase in premium income last year 
over the previous year amounts to £600,477. 
Our operations have been more favourable 
than in immediate past years. Home under- 
writing records a marked improvement and 
the same can be said for practically all terti- 
tories. Our United States business has been 
a contributing factor in the profit. Our 
Australian fire account has shown excellent 
results, and in all our underwriting opera- 
tions ir Australia, and in all sections, the 
combined result has been to set up a record 
year of achievement. Every one of our 
associated companies has been successful 
during the year in contributing to this profit 
situation. 


The accident department also shows a for- 
ward movement in premium income. Last 
year’s premiums were £2,526,810, which is 
an increase over the previous year of 
£313,245, The net result is that there 1s 4 
transfer to profit and loss account 
£262,219, which is 10.4 per cent. of the 
year’s premium income, compared with 
£155,734 in the previous year, or 7 per cent. 
of the 1947 premium income. This obviously 
is a very healthy account. The excellent re- 
sult is largely attributed to what one might 
describe as specialised classes of business, m 
which we have occupied a prominent position 
for very many years. The department, 
similarly with the fire department, shows 
a record premium income. Our Marine 
Insurance account shows a premium income 
in respect of 1948 of £2,581,481, an increase 
over the previous year of £304,733. e 
account closes with a fund of £3,180,394, of 
123.2 per cent of the annual premium ™ 
come, the increase being £448,419. 


It is proposed to transfer to genetal fe 
serve 300,000, which means that it Pe 
stands at £3,300,000, The total dividend 
Ie ene _ that ae Be 

o 7. total assets show 

of £1,808,328, and now stand at £33,233? 
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qHE ECONOMIST, May 14, 1949 


NORWICH UNION INSURANCE 
SOCIETIES 
STEADY PROGRESS 


The annual mec tings of the Norwich Union 
Insurance Societies were held at Norwich 
on Mh and 10th instant. / 

Speaking at the Life Society’s meeting, the 
President, Sir Robert Bignold, said the year 
had been one of steady progress. The new 
pusiness of over £29,100,000, though nearly 
{3} million below 1947, was apart from the 

ak year the Jargest in the Society’s history. 
Jn addition, they transacted a large pension 
annuity and capital redemption business, 

He was particularly pleased that their new 
Canadian organisation was now working well 
snd had contributed in its first full year over 
$4,000,000 to the total ‘life and pension new 
business figures. Of the total new life busi- 
ness, just over £7,500,000 came from outside 
the United Kingdom. ‘The Society collected 
over £2,250,000 per annum in premiums on 
its overseas business in addition to the large 
interest income on its investments abroad 
and since 1939 had passed a total of 
{2,082,000 of overseas currencies to His 
Majesty’s Government in this country. The 
aggregate amount which British insurance 
companies had placed at the disposal of the 
Government on this account during these 
citical years had been and continued to be 
of the greatest value to the national economy, 
a fact which had been generously acknow- 
ledged by His Majesty’s Ministers. 

During 1948 the Society had invested over 
{ll million, and to have obtained a net rate 
of interest of £3 14s. 10d. per cent.—the 
same as for the previous year—on its total 
funds of over £71,000,000 was a good 
achievement. 

The mortality rate continued to be very 
favourable but increased costs had added 4s. 
per cent. to the expense ratio, which was 
now 18.9 per cent. 


FIRE SOCIETY 


Sir Robert Bignold also presided at the 
fire society’s annual meeting and reported 
that the total premium income had increased 
by £833,570 to £7,931,516, the Jargest in the 
society’s history. The fire department loss 
ratio at 43 per cent. was better by 10 per 
cent. than 1947 The expense ratio showed 
a useful reduction. ‘The overseas sectioa 
showed evidence of a marked improvement, 
patticularly in their affairs in Canada and 
the United States. After making provision 
for unexpired risks, the resulting profit in 
the fire department was £192,238 as against 
a loss of £54,000 in 1947. 

The accident income had increased by 
£218,161 to £3.225,367. Those figures took 
imo account a substantial loss of income 
consequent upon Workmen’s Compensation 
being incorporated with the National Health 
scheme. 


The claims ratio in the accident account 
was 49.9 per cent., against 53.3 per cent., 
and the account showed a profit of £246,857 
compared with a loss of £12,100 in the 
Previous year. 

A transfer of £75,000 was made from the 
marine department, whose fund now stood at 
£973,283 or 176.2 per cent. of the premiums. 

total assets at Dec. 31 last amounted 
te £11,120,763, an increase of £936,341. 

Emphasis had recently been laid upon the 
extent to which the insurance industry con- 

to Britain’s economy through its vast 

-wide operations ; the Norwich Union 
Was playing its full part, as the greater pro- 
of its carefully built up premium 
income was derived from business transacted 
» Insurance could still give substantial 

help to the balance of payments position, 
$ provided it was allowed that measure 

of freedom which had enabled it to assume 
vital importance in the commercial life 

Sur country. 

Teports were adopted. 


ALLIANCE ASSURANCE 
COMPANY, LIMITED 


FURTHER EXPANSION 


The annual general meeting of the Alliance 
Assurance Company, Limited, will be held in 
London on the Ist proximo. 

The following are points from the review 
of the report, accounts and balance sheet for 
the year 1948 by the chairman, Mr Richard 
Durant Trotter : — 

Life department: The net new business 
completed during the year amounted to 
£5,272,055. compared with the previous 
year’s total of £4,956,771. The purchase 
money for immediate annuities at £76,756 
also showed an inciease over the 1947 figure 
of £58,554, and deferred annuities for 
£85,265 p.a. were issued, mainly in connec- 
ton with pension schemes, compared with 
£76,648 in the previous year. 

As a result of the quinquennial valuation, a 
compound reversionary bonus at the rate of 
30s. per cent. per annum was allotted to par- 
ucipating pohcies in the current series and 
corresponding bonuses in the closed 
“ Alliance ” series. 

The capital redemption business of the 
company has also been valued, as a result of 
which it has been found possible to appro- 
priate the sum of £120,000, one-fifth of 
which has been brought into the profit and 
loss account for the year. 


FIRE AND ACCIDENT 


Fire department: The net premiums, 
amounting to £4,068,760, showed an increase 
of £562,588 over those of 1947. The surplus, 
after providing for an increase of £203,459 in 
the provision for unexpired liability, was 
£599,807, which is transferred to profit and 
loss account. The overseas business of the 
company has again shown a substantial in- 
crease in both premium and surplus. The 
additional reserve has been strengthened by 
transferring £200,000 from the profit and 
loss account, thus raising it to £3,200,000. 

Accident department: The net premiums 
amounted to {3,432,474 and show an 
increase of £455,903. The result, after pro- 
viding for an increase of £163,676 in the 
provision for unexpired risks is a profit of 
£335,767 (compared with £96,884 in 1947), 

The repeal of the Workmen’s Compensa- 
tion Acts on Sth July, 1948, has meant a sub- 
stantial reduction in premium income for 
employers’ liability business, the effect of 
which has not yet been fully felt. 


MARINE 


Marine department: The net premium 
was £1,681,198, being an increase of 
£196,452 cver that for 1947. The under- 
writing account for 1946 has now been 
closed, with a balance of £238,887, which 's 
£97.401 less than the balance on the 1945 
account. Of the balance for 1946, it has been 
found necessary to set aside £120,298 in 
order to maintain the reserve for claims in 
respect of previous years at £425,000, leaving 
£118,589, which has been carried to profit 
and loss. 

Trustee department: The fees for 1948 
amounted to £14,820, and constituted the 
highest annual total so far received by the 
department. : ; : 

Investment department: It is very pleasing 
to be able to report that the favourable 
margin between the book values and the 
market values of the Stock Exchange securi- 
ties increased substantially during the year, 

Your directors felt it was no longer neces- 
sary to retain the reserve of £300,000, which 
had been set up to meet contingencies arising 
out of the war. This sum has accordingly 
been brought in to the profit and loss 
account and allocated to the trustees of the 
staff pension fund, in addition to the normal 
amount of £50,000. The directors have 
decided to maintain the dividend at the same 
rate as that declared for last year, that is to 
say, 20s. per share, less income tax. 


911 
CLERICAL, MEDICAL AND 
GENERAL LIFE ASSURANCE 
SOCIETY 


RECORD FIGURES 


s 


The hundred and twerty-fifth annual 
general meeting of the Clerical, Medical and 
General Life Assurance Society was held cn 
the llth instant in London. 


Sir Francis H. Humphrys, G.C.MG., 
G.C.V.O., the chairman, in the course of his 
speech, said: 


The new life business transacted during 
1948 exceeded, for the first time in the 
society’s history, £5,000,000. After allowance 
for sums reassured with other offices, the net 
amount retained was £4,641,528. 


This new business was composed very 
largely of policies under normal whole life 
and endowment assurance tables together 
with supplementary units and deferred 
assurances for children. In the case of the 
children’s deferred assurances, an improved 
form of policy has been introduced, under 
which the parent is entitled to claim the full 
benefit of income-tax rebate on the premiums 
paid during the deferred period, with the 
advantage that, in respect of that period, 
should he die, no subsequent premiums re 
payable. 

The supplementary units table continued 
to prove popular and contributed nearly 
£1,000,000 in new sums assured. The 
directors feel that this policy affords the ideal 
solution of the difficulty of providing ade- 
quate life assurance cover for the young 
married man who needs it and are glad to 
see this further evidence that its advantages 
are becoming increasingly recognised. The 
record figures for 1948 could not have been 
achieved without the wholehearted support 
of our agents throughout the country. Our 
association with The Employers’ Liability 
Assurance Corporation has again resulted in 
a substantial volume of business through 
their connections and organisation. 


PREMIUM INCOME AND FUNDS 


The premium income of the life assurance 
fund has risen by more than 10 per cent. to 
£1,214,828 and the amounts received as pur- 
chase money for immedizte annuities and 
annuities certain have also increased. Ths 
life assurance fund and the capital redemp- 
tion fund have each experienced record 
growth during the year, the combined funds 
having risen by £1,533,844 to £19,730,746. 


INVESTMENT OF FUNDS 


The investment, at remunerative rates, of 
new money and of the procceds of the repay- 
ment of existing securities has engaged the 
constant attention of the directors. At the 
present time, when the yield on well-secured 
debentures and preference stocks is relatively 
unattractive and the cutlook for ordinary 
shares is clouded by uncertainties which are 
difficult to evaluate, the society’s investments 
in real property may be regarded as a feature 
of special strength. Provision for meeting 
short-term liabilities has been strengthened 
by the investment of more than £1,000,000 
in well-secured mortgages. 


The gross rate of interest earned upon 
invested funds was, for 1948, £4 13s. 7d. per 
cent., and the net rate, after deduction of 
income-tax, £3 lls. 3d. per cent. 


THE OUTLOOK 


The society has now completed the third 
year of the quinquennial bonus period and 
there is already evidence of a satisfactory 
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maintenance to date of its traditional profit- 
eaming powers. It is too early to attempt 
any forecast of the results which may be 
achieved by the end of the quinquennium, 
but the margins already earned in mortality 
and interest give good cause for optimism 


regarding bonus prospects. I will content 
myself by expressing the confident hope that 
participating policyholders will, two years 
hence, have no cause to regret their choice 
of a profit-sharing contract, 

The report was adopted. . 





WM. FRANCE, FENWICK AND COMPANY, 
LIMITED 
INCREASED EARNINGS IN ALL DEPARTMENTS 
MR KENNETH PELLY’S STATEMENT 


The forty-eighth annual general meeting of 
Wm. France, Fenwick and Company, 
Limited, will be held at the registered office 
of the company, 23, Rocd “Lane, London, 
E.C., on Tuesday, May 3lst. 


The following is the statement of the 
chairman and managing director (Mr Ken- 
neth R. Pelly, M.C.), which has been circu- 
lated with the report and accounts for the 
year ended December 31, 1948:— 


The accounts before you have been drawn 
up in conformity with the requirements of 
the Companies Act, 1948. The delay in 
their publication is due to the necessity of 
awaiting the results of subsidiary companies 
and to the additional work placed on the 
company’s accountant and on the auditors 
in the preparation of consolidated figures. 


Although the accounts presented this year 
are more elaborate than in the past, I feel 
that they will not be as self-explanatory to 
the average stockholder and for that reason I 
will,so far as space allows, give some ex- 

lanations which I hope will be of assistance. 

t has on this occasion proved to be impos- 
sible to follow our usual practice of providing 
comparative figures, due mainly to the many 
changes in the composition of the accounts, 
but this matter will be rectified next year. 
In passing I might mention that under the 
provisions of the Shipping Companies’ Ex- 
emption Order certain companies may obtain 
exemption from the necessity of complying 
with the full provisions of the Companies Act 
as regards disclosure, especially in connection 
with reserves. This Order, however, applies 
only to those companies engaged pre- 
dominantly in the foreign trade. In our 
own case we are, of course, primarily a coast- 
ing company and, although we are now 
trading to the Continent to an increasing 
extent, we are not a company to which the 
Order would apply. 


PROFIT AND LOSS ACCOUNT 


Referring to the profit and loss account, it 
will be seen that the profit for the year after 
charging all expenses, depreciation and 
making provision for taxation and surveys 
amounts to £142,684 which represents an 
increase of £24,576 over the previous year. 
Increases have occurred in the earnings of 
all departments of the business with one ex- 
ception, namely, that concerned with the 
management of Government steamers which 
shows a decrease by reason of a reduction 
in the number of vessels managed, This, 
of course, is a matter over which we have 
no control, 


Income from trade investments shows a 
substantial increase due to the fact that 
during the year a dividend received on one 

ing included a distribution in respect 
of a previous year. Provision this year for 
future surveys takes £44,651 which your 
directors consider is a conservative amount. 
The total of this account now ccvers the 
estimated cost of surveys due in 1949, and in 
addition includes a proportionate provision 
for the anticipated cost of future surveys up 
to 1952. The charge for taxation is some 


£57,000 in excess of last year’s figure—this 
is the result of increased profits. 

From the appropriation account you will 
see that your directors are recommending the 
payment of a final dividend on the ordinary 
stock of 12} per cent., less tax, making a total 
of 15 per cent., less tax, for the year. The 
balance of £36,075 carried to the balance 
sheet is £6,380 more than on the last occa- 
sion. 


BALANCE SHEET ITEMS 


I would now refer you to the balance 
sheet. The general reserve which at Decem- 
ber 31, 1947, stood at £990,000 has been 
divided, with the object of segregating items 
of a capital nature amounting to £404,293 
from the retained profits transferred year by 
year from the profit and loss account. To 
this former amount there has been added 
the surplus on realisation of investments 
during the year of £4,616 and the balance 
On capital accretion account £17,000. The 
proposed distribution of 3 per cent. to ordin- 
ary stockholders has been deducted, thus 
leaving the capital reserve at £403,409. 
Revenue reserve represents the accumulation 
of amounts transferred to reserve account 
from trading profits over a period of years 
and after including the appropriation of 
£74,293 for the year under review, now 
stands at £660,000. The unappropriated 
profit of £36,075 is the amount to be carried 
forward to next year. 


The specific reserve for U.K. income tax 
is self-explanatory. With regard to the pro- 
vision for future surveys, having transferred 
to the account under consideration a figure 
of £44,651 and having deducted £22,151 
which has been expended during the year, 
there is an increased balance of £22,500 
standing to this provision, making a total of 
£82,500. 


On the assets side of the balance sheet, 
the fleet at £701,503 shows at a very con- 
servative figure. The Government tonnage 
replacement account will be used in respect 
of the building of new tonnage in the very 
near future and will disappear from the 
assets. 


INVESTMENTS 


In considering investments, stockholders 
may notice an apparent substantial reduction 
in what are now known as trade investments. 
This arises solely from a rearrangement in 
the balance sheet of the various classes of 
investment. Hitherto a material holding of 
colliery stock had been treated as an asso- 
ciated company investment, but consequent 
upon the nationalisation of colleries it has 
been decided to regard this item as a quoted 
investment, under which heading it now 
appears. 


I think the only other item that I need 
mention is cash at bankers and in hand, 
which shows an increase of some £245,000. 
In addition to normal trading fluctuations 
this increase also represents the proceeds of 
the sale of a certain amount of vernment 
securities during the year, which have not 
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been reinvested but remain 
t On  depagi 
account with our bankers. A 


It is not my intention to attempt in thi 
Statement to go into the details of ¢ 3 
solidated profit and less account or enna, 
dated balance sheet, as I feel especially 
the consolidated balance sheet is a com i 
cated account which caljs for a much ae 
detailed consideration than can be given in é 
statement of this nature. Finally, as regards 
the resulis for 1948, I feel sure that nods 
holders will be pleased with the profit, which 
constitutes a record for a very long period, 


THE FLEET 


During the year under review there have 
been no changes in the fleet, no ship has been 
lost or sold and no new tonnage acquired. Ip 
my remarks last year, I advised you that we 
had made reservations for two building 
berths. One ship was laid down in January 
this year and the other will probably be com. 
menced in the late autumn. We have also 
made a further reservation of a building 
berth for 1951. In regard to the first zwo 
of these vessels, your directors: after serious 
consideration, have decided to break away 
from the policy that they have had for many 
years of building colliers mainly intended for 
the London and near-Continental coal trade. 
These two ships which will be built by our 
regular builders, Messrs. S. P. Austin and 
Son of Sunderland. will be sister-ships of 
approximately 3,600 tons dead-weight and 
will be of a design more suitable for the 
timber and intermediate trades in which we 
hope to resume operations. 


The new vessels will be expensive and one 
has to remember that the trades in which 
they are likely to run are entirely free, from 
control—it is an open market once more— 
and they will meet with considerable com- 
petition, especially from Scandinavia, We 
anticipate, however, that they will be ships 
of the most economical type and believe they 
will prove satisfactory units of the fleet. 
Further they are of a type of which the 
country is in need—the Ministry of Trans- 
port on more than one occasion has stressed 
the shortage of British ships of the Baltic 


type. 
COSTS 


Since my statement: las: year, there has 
certainly been no reduction in costs either 
in building or repairs: and, in fact, they are 
on a higher level than a year ago. Within 
the last few weeks we have scen the Govern- 
ment subsidy on steel abolished with ihe 
result that the cost of new tonnage will pfo- 
bably rise some 6 per cent Heavy delays 
at loading and discharging ports continue, 
especially in respect of the former. 


In the days before the war, with a special 
reference to the Humber coal ports, one 
always looked on obtaining a quick and 
efficient despatch. Delays at these ports afe 
today proving disastrous, and are such that 
shipowners in the coal trade do their utmost 
to avoid loading there. 


TRADING 


The export of coal to the near-Continental 
ports has expanded and I think will contume 
to do so during the coming year. We have 
ourselves participated in this revived busi- 
ness. With the nationalisation of 
electricity and gas industries it is 
abundantly clear that it is the policy of these 
bodies to own their shipping and to catty 
the nationalised coal in their own ships 
nationalised industries. I feel, however, that 
it will be many years before they will owa 
sufficient tonnage for their full requirements, 
and that they will have to rely on the chartet- 
ing from private enterprise for the = 
of some of their coal, mi we must not & 
regard the possibility of losing a Pre 
of this paslastis and with that in view We 
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igend to expand our trade in other 
directions. 


As from December 1, 1948, Government 
control of rates of freight came to an end for 
aij rades with the exception of the coasting 
trade. In this trade we are still running 
under rates agreed between the Chamber of 
Shipping, as representing the shipowner, and 
the Ministry of Transport. All other markets 
we free. With regard to the coasting trade 
we cannot anticipate control lasting in- 
definitely, nor does the industry want it. It 
js my opinion that we shall see the end of it 
within comparatively few months. When 
this time arrives it is possible that shipowners 
in the coasting trade may combine to operate 
a control of freights scheme within the in- 
dustry. This I believe would be to their 
mutual advantage. It will be realised, how- 
ever, that there are meny complications and 
difficulties attached to such a control as there 
ge so Many variations in the coasting trade. 
so many different sizes of ship and types of 
voyages, and although foreign competition 
jg not so serious as in the near-Continental 
trades, it does exist, especially from smaller 
szed tonnage mainly belonging to the Dutch. 


Our London-Goole Department shows 
considerably better results during this year 
than during 1947. I would mention that 
Mr. Fitzrayne, the manager of this depart- 

retired on December 31 after 53 years 
of faithful service with the company and its 


predecessors. 


ASSOCIATED AND OTHER COMPANIES 


There is little change in respect of our 
colliery interests. As far as it is possible to 
prophesy, it appears that there may 
certainly another two if not three years be- 
fore there is a setthement of compensation, 
and the colliery companies liquidated. The 
mierim payment received by the collieries 
for two years from the date of nationalisation 
has now ceased, but we anticipate that we 
shall continue to receive a reasonable return 
on capital until such time as liquidation takes 


Our interest in Coastwise Colliers, Ltd., 
has proved satisfactory. Considerable 
changes in this company may take place at 
a comparatively early date, but I anticipate 
that anything that may happen will be to the 
benefit of the shareholders, The results of 
our subsidiary companies continue to be 
generally satisfactory; although the trading 
of one has been somewhat affected by the 
nationalisation of the coal industry, we shall 
hope as time goes on to strengthen this com- 
pany in other directions. 


THE FUTURE 


lt is very much more difficult today, with 
Nationalisation of first one industry and 
thn another, wth drastic taxation, with all 
sorts of national and international com- 
Plications, to make any prophecy of the 
future, but as far as it is possible to say, there 
a#€ NO signs at present of any serious stump 
in the trades in which your company is en- 
gaged, and if the export of coal continues 
‘0 expand, I see little reason for any re- 
duction in the demand for your ships during 
coming year. Our figures for the year 
review are exceptional and, although 

We cannot anticipate continuing on this level 
tely, I look forward to the future with 

“ optimism, but with the clear 

ing that we must not expect our gross 

| profit to increase every year as it has 

done since the war. A diminution of profits 
must come sooner or later. Against this 
‘ventuality your directors have built up your 
Y to one of great strength, with a 
economic fleet in excellent condition. 


It is impossible to speak too highly of the 
and co-operation of the staff both 
whore and afloat. No review of the com- 
$ activities would be complete without 


this word of tribute. Our thanks are due 
0 One and all. 





BEYER, PEACOCK AND 
COMPANY, LIMITED 


WELL-FILLED ORDER BOOK 


The annual general meeti f j 
ng of Beyer 
Peacock and Company, Limited, was held, on 
the 10th instant, in London, Captain Hugh 


Vivian, M.L.Mech.E. (the chai . 
brio (the chairman), pre 


The following are extracts from the 
chairman’s statement, circulated with the 
report and accounts :— 


The net profit for the year is £88,709, 
compared with £56,127 for 1947. Con- 
sidering the difficulties of trading during the 
year under review, it is felt that the results 
will not be regarded as unsatisfactory. It 
will be seen from the consolidated profit 
and loss account of the company and its sub- 
sidiaries that the combined profit is nearly 
£30,000 higher, compared with the figure for 
the previous year. This position is most 
gratifying, and evidence of the wisdom of 
our policy of expansion and development 
into new fields with the object of a more 
stable level of profitability throughout the 
group. 


_ The current order book of the company 
includes Beyer-Garratt locomotives for 
Rhodesia, West Africa, South Africa, East 
Africa, Australia, Chile, Brazil and Burma, 
and engines and tenders for Australia and 
Peru. The volume of locomotive contracts 
on our books today is of such proportions 
that the company’s manufacturing facilities 
ood be employed for a considerable time 
ad, 


INCREASED EXPORT TRADE 


I am pleased to report that your com- 
pany’s contribution to the volume of exports 
from this country increased somewhat during 
the year. Sales deliveries included 20 Beyer- 
Garratt locomotives to the Rhodesian Rail- 
ways. These 20 Rhodesian Beyer-Garratts 
bring the total of this now famous type, 
known as the 15th Class, to 34, while a 
further 30 of the same type are under con- 
struction. On delivery of these 30 engines 
the total stock of Beyer-Garratts on the 
Rhodesia Railways will amount to 119 
engines, representing over three-quarters of 
the total tractive effort used on the main 
line. 


Repeat orders of successful types built by 
our works were also shipped to Brazil and 
the Gold Coast, while a quantity of three- 
cylinder passenger engines and tenders of 
new design was supplied to the Great 
Northern Railway (Ireland). These new 
locomotives are giving first-rate service in 
hauling the “Enterprise” passenger express 
on the non-stop run of 112 miles (80 m.p.h. 
in places) between Dublin and Belfast. Dur- 
ing my period in the chair the board has 
steadily pursued and developed a policy of 
broadening the basis of manufacturing 
interests. 


THE OUTLOOK 


The spirit of enterprise and far-sighted 
planning which has proved so successful 
augurs well for the future development of 
your company. In these days it is difficult 
to see far into the future in industrial matters, 
particularly in relation to the export trade, 
and in mentioning the outlook for the future, 
such comment as I make must necessarily 
be governed by the general proviso that 
there is no serious deterioration in conditions 
of international trading. At the present 
time our order books in all the constituent 
companies are at levels which your board 
consider satisfactory, and unless there is 
some serious development between now and 
the end of the year, I hope that the financial 
results will be at least as favourable as those 
now laid before you. 


_ The report and accounts were unanimously 
adopted. 
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HAMBROS BANK LIMITED 
EUROPEAN RECOVERY 


The annual general meeting of Hambros 
Bank Limited will be held on the 2nd 
proximo, at 41, Bishopsgate, London, E.C. 

The following is an extract from the state- 
ment of the chairman, Mr R. Olaf Hambro, 
circulated with the report and accounts for 
the year to March 31, 1949:— 

As I stated last year, the European 
Recovery Programme gave encouragement 
and hope of a return to norma! international 
relations, and realisation of this has been 
further demonstrated during the year by the 
improvement in the economic situation 
throughout Western Europe. Added to this 
the Atlantic Pact has gone a long way to- 
wards restoring the nerves of the nations 
Participating and has given confidence in the 
future to all. It should not now be too much 
to hope that customs barriers and currency 
restrictions between nations, the worst 
enemies of international trade, will be dealt 
with realistically, so that travel and inter- 
course between the citizens of one country 
and another may again be free, without which 
trade cannot flourish. 

The major problem of this country is, of 
course, trade with the North American Con- 
tinent, and here the Trading Company which 
we were instrumental in forming in 1946 
has been playing its part. It has increased 
its sales during the year throughout America 
and has made a useful start in Canada, 
where good friends have been made and 
large orders are promised. 


RETURN TO MERCHANT BANKING 


The business of the bank during the last 
few years has returned substantially to the 
side of merchant banking, which used to be 
its function and from which it largely 
departed between the wars. and our sub- 
sidiary, the Bishopsgate Trading and Export 
Company, Limited, has increased its activities 
during the year in merchanting and dealing 
in certain commodities, bringing im its train 
new acceptance business to the bank. Our 
acceptances have risen slightly in total 
during the year, but the character of the bills 
has inclined more to acceptances against the 
transit of goods on foreign account rather 
than against inland financing. The bank’s 
holding of British Government securities has 
been reduced, but on the other hand the total 
cf the cash and Treasury bills shows a sub- 
stantial increase, which tendency is also 
evident in loans and advances. The deposits 
have been well maintained during the year 
and show a slight increase also, which is 
remarkable in view of the fact that our 
depositors are largely foreign, having regard 
to the prevailing shortage of sterling in many 
countries. 

Our new issue department has been active 
in providing permanent finance to some of 
our customers, but the main business of 
issuing foreign bonds, in which we used to 
actively participate, is of course still absent. 
With the balance sheet is included for the 
first time, in accordance with the require- 
ments of the Companies Act, 1948, combined 
statements of the assets and liabilities and 
profit and loss accounts of our subsidiaries. 
The bank’s profit and loss account is also in 
a slightly changed form and the total shows a 
satisfactory increase which permits a rather 
larger transfer to the coritingency fund. 

My thanks are again extended to the 
management and staff. Their work continues 
to increase and is aggravated by all the 
different regulations imposed by currency 
restrictions, etc., although I would like to 
say how much we appreciate the prompt and 
sympathetic attention which we receive from 
the authorities concerned. 

In conclusion, I would like to express our 
thanks to all those good friends in Norway, 
Sweden and Denmark who continue to en- 
trust their affairs to us, and to our newer 
friends in the Middle East and also to say 
how much we welcome the resumption of 
old relations in France and Italy. 
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BRITISH - AMERICAN 
TOBACCO COMPANY, LIMITED 


SATISFACTORY RESULTS 


The forty-sixth annual general meeting 
of the British-American Tobacco Company, 
Limited, was held, on May 6th, in 
London. 


- Mr H. R. Gough (the chairman), in the 
course of his speech, said :— 

Your company’s net profit figure of 
£5,326,478 includes an amount of £230,818, 
representing the Obsolescence element for the 
year under review, which, bui for the Com- 
panies Act, 1948, would, as hitherto, have 
been included in th: charge for depreciation. 


Your company’s net profits for the year 
under review amounted to £5,326,478- but 
for purposes of comparison the amount of 
£230,818, to which I have just referred, 
should be deducted, leaving £5,095,660 for 
distribution or further appropriation. This 
figure of £5,095,660 is comparable with a 
figure of £5,238,444 in respect of the previous 
year, the latter amount being the figure as 
published in the previous year’s accounts 
after adjustment to reflect the altered method 
of showing the preference dividends, less 
income tax, instead of as subject to income 
tax as heretofore. 


DIFFICULT CONDITIONS 


I believe you will readily agree that, in 
themselves, the results as disclosed for the 
year ended September 30th last cannot be 
regarded as anything but satisfactory ; never- 
theless, I feel it my duty to remind you that 
such hopes as we had of a betterment in world 
trading conditions generally have not been 
realised. This is particularly true of the Far 
East- where the staffs of the associated com- 
panies operating in some areas continue to 
carry on their work with zeal and enthusiasm 
in spite of difficulties even entailing an ele- 
ment of personal risk. I should like on your 
behalf to say a word of special appreciation 
of the valuable services which such employees 
are rendering. Their spirit is all the more 
praiseworthy, bearing in mind that many of 
them suffered imprisonment by the Japanese 
during the period of the war. 


Chaos in China and uncertain conditions 
in the Far East generally, combine to increase 
the difficulties of rehabilitation of and re- 
adjustment to normal trade which is so essen- 
tial for the ultimate benefit of consumer and 
trader alike. Against this, however, I am 
glad to say that in some other parts of the 
world the dislocation caused by the war is 
being more successfully remedied. 


DIVIDEND RECOMMENDATION 


Weighing these factors one against the 
other, and in view of the reduction in the 
net profit for the year, my colleagues and I 
felt it prudent not to recommend the main- 
tenance of a final dividend at last year’s level. 


The position then is that the carry-forward 
last year was £3,899,407 to which must be 
added the profit for the year as previously 
mentioned of £5,326,478, less the dividend 
on the 5 per cent. preference stock of 
£123,750 ; on the 6 per cent. preference stock 
of £198,000 ; and the two interim dividends 
paid during the year on the ordinary stock 
amounting to £2,375,776, leaving a dis- 
posable balance of £6,528,359. 


Out of this amount the directors recom- 
mend the distribution on June 30th next of 
a final dividend (free of United Kingdom 
Income Tax) on the issued ordinary stock of 
10d. per £1 of stock, amounting to £989,907, 
and the allocation of £1,838,193 to “ fixed 
asset and stock replacement reserve,” leaving 
£3,700,259 to be carried forward. 


This is an opportune moment for me to 
make some reference to the date in future 
on which such final dividends as may be 


recommended and you may approve will be 
paid. Much as I regret it, there is little 
prospect of our being able to call the annual 
general meeting in future years for a date 
earlier than has been the case this year and, 
therefore, it is the present intention of your 
directors to continue, in so far as trading 
results justify, to declare interim dividends 
payable at the end of March and September 
and to recommend the declaration of a final 
dividend payable at the end of June. 


FUTURE PROSPECTS 


Regarding future prospects, I have already 
referred to the situation in those Eastern 
territories where some portion of the interests 
of your company and of its subsidiary com- 
panies lies. 

Thanks to Marshall Aid, the immediate 
position in regard to American leaf tobacco 
has eased somewhat, and considerable pro- 
gress has been made during the year in the 
development of alternative sources of supply 
of desirable varieties of leaf tobacco outside 
the dollar area. 

Generally speaking, however, there has 
been little relief from other handicaps to the 
normal development of the tobacco business 
to which I referred a year ago, and any 
substantial increase in the prosperity of your 
company as a whole is still dependent on a 
satisfactory solution of the acute political and 
economic problems with which the world is 
troubled today. 

Nevertheless, I am happy to say that your 
company and its associates are more than 
maintaining their already strong trading posi- 
tion in the competitive field. We continue 
to pursue a policy which is designed to pro- 
mote the highest degree of efficiency and 
productivity throughout the organisation. 
Only thus shall we be ready to take full 
advantage of the opportunities which we all 
hope are round the corner. 

The repert was adopted. 


MONSANTO CHEMICALS 
LIMITED 


RECORD SALES 


The 15th annual general meeting of Mon- 
santo Chemicals Limited was held on the 11th 
instant in London, Mr. Edw. A. O’Neal, Jr. 
(chairman and managing director), presiding. 

The following is an extract from his cir- 
culated statement, which opened with a 
reference of some length to the great services 
rendered by the former chairman, Dr. L. F. 
Nickell, now retired. 

The year 1948 saw the completion of 
several of our post-war projects, including 
expansion of production of phenol, phthalic 


‘anhydride, rubber chemicals, and pharma- 


ceuticals and the successful introduction of 
some new products—syton for the textile 
industry, chemical additives for lubricating 
oils, synthetic adhesives for the timber in- 
dustry and a limited quantity of new synthetic 
detergents. This work was carried out at 
Ruabon, where production progress last year 
showed a marked improvement compared 
with 1947. As a result of these develop- 
ments sales in 1948 attained a new record 
level with an increase im volume of approxi- 
mately 30 per cent. over 1947. Direct ex- 
ports accounted for approximately 30 per 
cent. of 1948 total sales. 


The development of our organisation con- 
tinued during the year. By the end of 1948 
we had fairly well built up the staff required 
to carry out and continue expansion at the 
rate envisaged in our post-war planning, with 
the possible exception of qualified research 
scientists. 


The post-war expansion programme at 
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Ruabon was 75 per cent. com 

of the year, and will be fully realanaa 
the first half of 1949. Satisfactory Progress 
has been made at the new site at Newport 
Mon. First ground was broken there ; 
July, 1947, and we expect the first major = 
duction will start in May, 1949—not ie 
record under the difficult conditions which 
prevailed during that period. The New 
project will be completed early in 1959 hs 
approximately 100 per cent. greater produc. 
tion capacity than originally envisaged, 


SALES ORGANISATION STR ENGTHENED 


With the new products becoming ayail 
able from Newport and with further projects 
to be completed at Ruabon, we have rn 
justified in materially increasing the sales 
budget for 1949. e believe that in the 
main the sellers’ market, both at home and 
abroad, has disappeared. We are Conscious of 
ever-increasing exchange difficulties often 
closing markets to our trade overnight, but 
we are satisfied that the demand still exists 
Nevertheless, our markets are likely to be 
more sensitive, more cautious in quantity 
purchasing and more exacting in regard ~ 
service. Accordingly our sales organisation 
has been greatly strengthened to serve our 
customers at home and in foreign fields, We 
have been glad to see home distribution of 
some industrial products freed from control 
and hope that this process will be both 
accelerated and broadened. By thus allowing 
industry to expand home markets as a cushion 
to varying and increasingly competitive ex- 
port markets, a more stable outlet is assured, 
making for greater efficiency and lower pro- 
duction costs. 


As our original expansion programmes have 
moved through the various stages of develop- 
ment, engineering, construction and finally 
production and marketing, the organisational 
forces progressively freed have been fully 
occupied in the study of additional expansion 
and development of new products suitable te 
our home and export markets. Thus, we 
believe, the company’s organisation has 
reached the stage where it can carry forward 
a continuous expansion programme without 
appreciable increase in development, en- 
gineering and administrative staff. 


The income of the group for the year was 
£1,104,262, compared with that of the parent 
company of £710,965 in 1947. The group 
profit carried forward to the appropriation 
account was £375,172. Your directors recom- 
mend a final dividend of 30 per cent., making 
a total dividend of 45 per cent. for the year 


ISSUE OF FURTHER CAPITAL 


Addressing the meeting, the Chairman 
said: During the last several months, pro- 
gress on construction has accelerated suffi- 
ciently to justify our estimate, and I am 
pleased to be able to report to you that our 
first production unit at the Newport factory 
is at work. Last week saw the’starting-up of 
facilities for the manufacture of Santomerst. 
This synthetic detergent is a newcomer {0 
this country, and we expect it will make an 
important contribution in both industrial and 
domestic fields. 


The bringing of the Newflort project actt- 
ally into production on schedule has been of¢ 
of the most encouraging features in our de- 
velopment scene, and on the strength 
practical experience up to this stage, 
Board of Directors has felt justified, since the 
beginning of this year, in authorising the um- 
mediate start of construction on ( 
projects, on which development and engimest 
ing have been snaiglasnes This decision i 
flects the policy of continuous 
ment described in the Report for 1948. Yout 
directors realise that additional funds will 
needed to implement this extension 
programme. Arrangements have the 04 
been made for an issue of further capitals © 
regard to which an announcement Wi 
made in the press in the next few days. 


The report was adopted. 
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NEW KLEINFONTEIN 
COMPANY, LIMITED 
SATISFACTORY RESULTS 


The fifty-third ordinary general meeting 
of the New Kleinfontein Company, Limited, 
was held in Johannesburg on the 6th instant. 

Mr George Mackenzie, chairman and 
managing director, in the course of his 

said : — 

7. were no additions to or deductions 
fom the company’s property during the year, 
but since the year-end arrangements had 
teen concluded with the liquidators of the 
Van Ryn Deep Limited, to acquire the re- 
maining claim area approximating 705 claims 
held by that company. Operations for the 
year 1948 resulted in a working profit of 
{182,183, an increase of £5,523 in com- 
parison with the previous year, mainly 
gtributable to the large tonnage treated. T he 
net profit is £178,504. Dividends of 4.375 
per cent. and 5 per cent. kave been paid. 
The increased profit and the reduced com- 
miment in respect of capital expenditure 
enabled the board to increase the rate of éi 
fnal dividend for the year to 5 per cent., @d 
stil add to the company’s resources, 

As compared to the previous year, the 
tonnage milled at 1,243,000 reflects a further 
increase of 43,000 tons and constitutes a 
record for the mine. Total costs increased 
ty £8,089, but owing to the larger tonnage 
treated, the cost per ton at 22s. 5.7d. shows 
a reduction of §d. per ton. 

Mill recovery at 2.935 dwts is lower by 
078 dwts per ton but the increase in tonnage 
milled coupled with a lower cost per ton 
made possible the increase in revenue and 
profit. Development accomplished amounted 
to 33,234 feet, a reduction of 6,302 feet and 
due mainly to the native labour shortage. The 
awailable ore reserve declined by 165,000 
tons from 2,489,000 tons to 2,324,000 tons, 
the value being 0.05 dwts lower and the 
stoping width 0.6 inches lower. The old 
section of the mine continues to provide a 
satisfactory tonnage to the mill, the ore be- 
ing mainly derived from reclamation and of 
marginal value. 


CURRENT YEAR'S RESULTS 


The development footage, for the first 
four months of this year, up to April 30, 
amounted to 9,053 feet, of which 6,240 feet 
Were sampled and 2,530 feet, or 40.54 per 
cent, proved payable, having an average 
value of 9.39 dwts per ton over a channel 
width of 296 inches, equivalent to 277.9 
inch-dwts. 

The tonnage milled for the first four 
months of this year was 414,000 tons, 
fevenue amounted to £525,056, or 25s. 4.4d. 
pet ton milled, working costs were £464,043, 
or 22s. Sd. per ton milled, and the resultant 


working profit was £61,013 or 2s. 11.4d. per 
ton milled. 


IMPROVED POSITION 


As late as 1946 your board felt that 
tventually a further issue of shares would 
have to be made in order to recoup the ex- 
Penditure on capital account in excess of 
fapital funds provided, which figure stands 
at £211,203. However, the position of the 
company has materially improved since that 
time and at the year-end we had in appro- 
Phation account a carry-forward of £184,270, 
which can at any time be offset against the 
®ver-expenditure. If this were to be done 
how there would remain to be found a 

amount of £26,933. 

' dn these circumstances the board prefers 
‘© Wait until there is sufficient in the appro- 
Pration account to overtake the whole of 
the 211,203. At our present rate of pro- 
Bess it should be possible to do this fairly 
‘on. In these circumstances the question 

a further issue of shares falls away and 


= put followed by the board is fully 


The report was adopted. 


CITY DEEP LIMITED 


(Incorporated in the Union of South 
Africa) 


SUCCESS OF AMALGAMATION 


MR G. V. R. RICHDALE’S SPEECH 


The annual meeting of City Deep Limited 
was held in Johannesburg on the 4th instant. 


Mr G. V. R. Richdale, the chairman, said 
that with effect from January 1, 1949, the 
company had acquired the entire business of 
Nourse Mines, Limited, as a going concern 
in return for the allotment and issue to that 
company of 391,832 shares of City Deep 
Limited, credited as fully paid. In the terms 
of a special resolution passed by the share- 
holders at an extraordinary genetal meeting 
held on November 12, 1948, the authorised 
capital of the company had been increased 
to £2,500,000 by the creation of 805,000 new 
shares of a nominal value of one pound each. 
Since the close of the financial year 60,000 
shares previously held in reserve, together 
with 331,832 of the new shares, had been 
allotted and issued to Nourse Mines, Limited, 
thus making the issued capital of the com- 
pany £2,026,832 in shares of one pound each, 
and leaving 473,168 shares in reserve. 


Shareholders would be interested to know 
that the integration of the two properties 
had proceeded satisfactorily since the begin- 
ning of the year and that good progress was 
being made with the extension of No. 20a 
level haulage to gain access to the workings 
of 3p section of the former Nourse Mines 
property. It was hoped that the haulage 
would be in service in the near future. 


PROFIT AND DIVIDENDS 


Total profit was £264,569. Dividends had 
absorbed £224,813, forfeited dividends re- 
funded had amounted to £12,968, provision 
for silicosis additional outstanding liabilities 
had accounted for £8,043, net expenditure on 
capital account had been £6,300, and pro- 
vision for taxation on non-mining revenue 
had amounted to £978. 

Total expenditure on capital account had 
amounted to £22,430 and had been incurred 
principally in connection with the construc- 
tion of a new slimes dam in the vicinity of 
No. 5 Shaft and with the extension of the 
haulage on No. 20a level. Against that sum 
there had been offset sales of property and 
plant, which had realised £16,099. 


ADDITIONAL CLAIMS 


During the year the Mining Leases Board 
had granted the company’s application for 
undermining rights of an additional area in 
extent of approximately 474 mining claims 
adjoining the southern boundary of the 
property. The company had also applied 
for the lease of a further area of approxi- 
mately 158 mining claims in extent, which 
lay immediately to the south of the former 
Nourse Mines boundary. If the lease of 
those additional claims were granted, the 
company’s mining area would be uniformly 
extended to the 10,000 feet horizon. Three 
sub-incline shafts in the western half of the 
mine had already reached their limit in depth. 


It was therefore necessary to sink a further 
series of sub-inclines in order to exploit the 
deep level ground extending to the new 
southern boundary. During 1948 plans had 
been prepared for the sinking of three of 
those shafts, which would be sited in the 
vicinity of the existing sub-inclines in the 
western section and which would extend in 
depth from the 45th level to approximately 
the 10.000 feet horizon. Since the close of 
the financial year preliminary work had been 
commenced in connection with those shafts. 


915 
CAPITAL REQUIREMENTS 


The amalgamation of City Deep. and 
Nourse Mines properties and the opening-up 
of new ultra deep level areas would involve 
a considerable capital expenditure, probably 
of the order of £1,250,000. Pending delivery 
of plant and equipment from overseas, it was 
expected, however, that funds at present in 
hand would be sufficient to meet the capital 
expenditure likely to be incurred during the 
next two years. No decision therefore had 
yet been. taken by the Board as to the best 
means of financing the balance of the pro- 
gramme, but the matter would be kept under 
consideration. 


If at a later date it should appear desirable 
to raise additional funds by the issue of 
wserve shares, suitable proposals would be 
submitted to shareholders. It was estimated 
that capital expenditure during the current 
year would amount to approximately 
£135,000, the major portion of which would 
be in respect of preliminary work in con- 
nection with the shaft sinking programme, 
extensions to the central administrative offices 
and to the native compound at No. 5 shaft, 
the transfer of certain workshops from the 
Nourse section to the City Deep section and 
the driving and equipping of haulage to con- 
nect No. 5 Shaft with the 3p Incline area. 


DEVELOPMENT DETAILS > 


Footage developed during the year had 
totalled 37,888 feet, which represented an 
increase of 4,256 feet compared with the 
corresponding figure for 1947. Work had 
been carried out principally on the Main 
Reef Leader horizon, where values disclosed 
in the western and central areas continued 
to be satisfactory. In the area between Nos. 
lr and Ip Incline Shafts, however, exposures 
on that reef had again been poor, but in the 
upper levels of the mine development on the 
South Reef and the Main Reef horizons had 
opened up fair tonnages of payable ore. 
Values disclosed on pyritic quartzites had 
been generally disappointing, but as a result 
of development in the upper levels east of 
No. 1 Incline Shaft that source had provided 
a small tonnage of payable ore which had 
been taken into reserve. 


The estimated total payable ore developed 
had amounted to 838,700 tons, valued at 
7.4 dwts. per ton, an increase of 350,700 tons 
compared with tonnage developed during 
1947, the value being greater by 0.3 dwt. 


ORE RESERVE 


The available ore reserve in the City Deep 
section of the mine had been re-estimated at 
January 1, 1949, to be 3,378,000 tons averag- 
ing 6.7 dwts. over a stoping width of 40.9 
inches. Compared with the previous esti- 
mate that had been an increase of 253,000 
tons, value and width being greater by 0.3 
dwt and 0.6 inch respectively. The available 
ore reserve of the cOmbined properties had 
been estimated as at January 1, 1949, to be 
5,488,000"tons averaging 6.0 dwts. over a 
stoping width of 42.9 inches, 

The price of gold had remained unchanged 
throughout the year at 172s. 6d. an ounce 
fine. With effect from January 1, 1948, there 
had been a reduction in the formula tax 
which was based on the ratio of profit to 
recovery and also an increase in the redemp- 
tion allowance applicable to capital expendi- 
ture. As the ratio of profit to recovery, after 
allowing for redemption of capital, had been 
below the statutorv 6 per cent. minimum no 
taxation was payable on gold mining profits 
for 1948. It had been announced during 
the present session of Parliament that there 
was to be no change in the basis of gold 
mining taxation in respect of the current year. 


A report of the proceedings at the meeting 
would be published in the press and copies 
could be obtained on application to the head 
office of the Company in Johannesburg or to 
the London secretaries. 
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CROWN MINES LIMITED 


(Incorporated in the Union of South 
Africa) 


LABOUR SHORTAGE HAMPERS 
OPERATIONS 


MR A. J. WALTON ON THE 
POSITION 


The annual meeting of Crown Mines 
Limited, was held, in Johannesburg, on 
May 4th. 


Mr A. -J. Walton, the chairman, said that 
the total profit was £732,776. Net expendi- 
ture on capital account had amounted to 
£95,536, provisions made in respect of 
silicosis outstanding liabilities _ totalled 
£50,350 and provision for taxation had 
accounted for £5,452. There had been a 
transfer to forfeited dividends account of 
£146,110 and dividends had absorbed 
£565,838. 


Capital expenditure had amounted to 
£160,795, and had been incurred principally 
in connection with an air-cooling plant at 
No: 16 shaft. Against that expenditure there 
had been a credit of £65,259 in respect of 
sales of property and, consequently, the net 
amount charged to the capital account had 
been £95,536. Capital expenditure during 
the current year, mainly on air-cooling 
arrangements and on winding equipment for 
incline shafts, was estimated at £247,000. 


DECREASE IN ORE MILLED 


An acute shortage. of both European and 
native labour had again hampered operations 
and the decrease in ore milled had been 
due almost entirely to that factor, Develop- 
ment accomplished during the year had de- 
creased by 9,025 feet to 79,049 feet, while 
footage sampled on the reef had decreased 
by 9,915 feet to 39,400 feet. Payable develop- 
ment had amounted to 20,230 feet, which 
was 6,750 feet less, while the value at 16.1 
dwts per ton over a channel width of 16 
inches had been slightly less than in the 
previous year. Payable ore developed had 
amounted to £1,534,600 tons, valued at 4.9 
dwts per ton, and was lower by 248,400 tons 
and 1.0 dwt. 


Available ore reserve as re-estimated at 
December 31, 1948, had been 9,260,000 tons, 
averaging 5.0 dwts over a stoping width of 
47.2 inches. Compared with the previous 
year, that represented a decrease of 886,000 
tons, the average widgh being lower by 0.3 
inches and the value unchanged. 


INCLINE SHAFTS 


Work was being concentrated to some 
degree on the sinking of incline shafts which 
would eventually enable more reef develop- 
ment to be undertaken and which in certain 
of the more favourable areas would allow 
stoping operations to be started without full 
‘reef development being done. Reclamation 
operations had been carried out on the Main 
Reef in Nos. 2 and 4 Shaft areas, and work 
had recently begun in the north-west portion 
of the mine, with a view to reopening the 
upper levels. 


Ventilation of the mine had received con- 
tinued attention, and major improvements 
had been effected in order to combat serious 
rock temperature increases following the 
increased depth of workings. The deepest 
point in the mine was now at the R.1 Incline 
Shaft, where the depth below the surface 


was 8,928 feer and the rock temperature was 
approximating 109 degrees Fahrenheit. The 
air-cooling plant which had been installed at 
No. 17 Shaft in 1943 continued to give ea- 
cellent service, but did not affect the ventila- 
tion of the remainder of the mine. 


TAXATION 


With effect from January 1, 194%, the 
Governmeni had introduced alterations in 
the gold mining tax which had provided for 
a small reduction in the formula tax which 
was incurred when the ratio of profit to 
recovery was above 6 per cent., and also for 
an increase in the redemption allowance in 
respect of the balance of capital expenditure 
unredeemed at the end of each year. As 
the ratio of the company’s profit to recovery 
after allowing for a redemption of capital 
had beer below 6 per cent., no liability for 
gold miniag taxation had been incurred. It 
had recently been announced by the Govern- 
ment that no further changes would be made 
during the current year to the existing rates 
of gold mining taxation. 


Since the close of the year under review, 
the Government had accepted the company’s 
application for a lease of undermining rights 
of approximately 992 claims adjoining the 
southern boundary of its property. Two 
winzes sunk from the eastern section had 
penetrated 240 feet and 160 feet respectively 
into the new area and some payable values 
had been obtained on the Main Reef Leader, 
but much work remained to be done before 
any real indication of the value of the addi- 
tional claims could be obtained. 


A report of the proceedings at the meeting 
would appear in the press, and copies could 
be obtained by shareholders on application 
to the head office of the company in 
Johannesburg or to the London Secretaries. 


The report and accounts were adopted. 


VINE PRODUCTS LIMITED 
A DIFFICULT YEAR 


The twenty-third annual ordinary general 
meeting of Vire FPiroducts Limited, was 
held on May 6th, at Kingston-on-Thames, 
Surrey. 


Viscount Marchwood, K.C.V.O. (the chair- 
maz). said in the course of his speech: The 
year under review has presented many diffi- 
culties. Our business, in spite of being a 
British industry, has again been taxed on a 
basis out of proportion to the rest of the 
wine trade. Nevertheless, taking everything 
into consideration, we feel you will consider 
the accounts are as satisfactory as can be 
expected. 


In my speech last year I made reference 
to the interim Budget of 1947, which created 
a new class of so-called “heavy” British 
wines—into which category the majority of 
your company's products fell. On this class 
an increased duty was levied. This was 
serious enough, but the Budget of 1948 
increased the duty on high-strength British 
wines by a further 6s. a gallon, making the 
total duty 20 times greater than in 1939. 
This obviously forced prices up still higher, 
which, coupled with the decreased spending 
pare of the consumer, has adversely affected 
sales. 


The Chancellor of the Exchequer, in his 
latest Budget speech, has, however, an- 
nounced a reduction in duty on light French 
and light Empire wines imported in bulk, 
and on low-strength British wines. Your 
directors have, therefore, decided that, while 
retaining the range of high-strength wines 
which have won such favour with both the 
public and the trade, they will also market 
these light wines at the highest permissible 
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strength in order to give the i 
wine at the lowest canal < oe 

The consolidated profit and loss 
shows a profit of £255,346, as agai 
£304,087 last year. Nevertheless, in — 
of the very sound state of affairs discloand 
by the group accounts, your directors feel 
amply justified in recommending a dividend 
of 25 per cent. on the ordinary stock. Your 
assoc‘ated company, South African Wine 
Farmers’ Association (London), Limited had 
a satisfactory year. , 


The veport was adopted. 





PARKINSON AND COWAN, 
LIMITED 

STRONG FINANCIAL POSITION 

SIR GEORGE JESSEL’S REVIEW 


The forty-ninth annual general meeting of 
Parkinson and Cowan, Limited, was held 
in London on May 5th. 


Sir George Jessel, Bt., M.C., the chair. 
man, in the course of his address, said: 
During 1948 we enjoyed satisfactory trading 
conditions in most of our enterprises and 
earned consolidated gross profits of £299,143 
(£243,254 last year) After deducting depre- 
ciation, taxation and all other charges the 
consolidated nei profit 1s £94,186, against 
£83,824. Out of earnings of 19 per cent. an 
ordinary dividend of 7 per cent. is recom- 
mended, against 5 per cent., and this decision 
represents an honest effort to reconcile the 
policies of the Chancellor of the Exchequer 
with the rights of our ordinary stockholders 
From the outbreak of the war up to and 
including 1947 the average yearly return to 
the ordinary stockholders was only 3.95 per 
cent., and I think it beyond question that this 
constitutes a special case within the spirit of 
the understanding regarding dividend limita- 
tion. We feel that we have exercised 
“ moderation and restraint” in this matter in 
line with the undertakings recently given by 
sO many great companies. 


After providing for the 7 per cent. prefer- 
ence dividend there is 2 buance of £47,609 
to be retained by the company, of which 
£34,353 has been applied to the reduction 
of goodwill, which now stands at £100,000. 
Reserves and undivided profit total £366,800. 
Deferred repairs has received £13,789, against 
£10,000. The fixed assets are slightly lower 
at £521,510 notwithstanding the expenditure 
during the year of £88,000 on new plant, 
buildings and equipment. Depreciation has 
absorbed £82,843, against £75,454 


The financial position is strong and sufi- 
ciently liquid to give the mobility needed in 
changing circumstances. During the year we 
have exercised an option to convert th 
debenture stock from a 4} per cent. t0 3 
3} per cent. basis. 


WIDE RANGE OF OPERATIONS 


We own eleven subsidiary companies, at 
part owners of a company operating ta South 
Africa and have financial affiliations in other 
countries. Stockholders and the public may 
not realise the extent and diversity of our 
manufacturing interests. Commencing with 
the manufacture of gas meters in 1816, #¢ 
continue to occupy a leading place im this 
field and in the manufacture of gas cookers, 
fires, water heaters, street lighting equipment 
and paint drying plant; we also uct 
water meters and hydraulic apparatus, elec 
tricity meters and instruments, pare 
appliances, precision components, leather 
use by many industries, etc. 

This diversity is a blessing from the — 
point that a temporary lapse in the pt 
ability of one activity can be a 
the others. The fact that a high proporte 
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f our home business lies with the 
© senalised gas and electrical industries will 

ly have little effect on our future. 
Customers will, as before, judge us on quality 
and service. 


DEVELOPING EXPORT BUSINESS 


In the last two years representatives and 
executives visited North and South America, 
Africa, Australasia, India, the Near East and 
the Continent to extend our already con- 
siderable overseas business. 


We have confidence in our people, our 
products and in the line of policy we pursue. 
We base our hopes for future progress on 
conservative finance, a willingness to take 
measured risks and an overriding aim to 
develop within the group the most proficient 
technical, commercial and administrative 
braims we can tind. 

The chairman concluded with thanks to 
the managing director (Mr. H. P. Barker) 
and to the staff and workpeople. 


The report and accounts were adopted. 





I GRIEW AND COMPANY 
LIMITED 
INCREASED TURNOVER 


The thirteenth annual general meeting of 
L Griew an! Company, Limited, was held 
o the 9th instant in London, Mr Louis 
Samuels (the chairman) presiding. 


The following is an extract from his citcu- 
lated statement : — 


The combined trading profits for the year 
amounted to £78,471, which compares with 
{81,029, and the net profits were £28,723, 
as compared with £33,691 for 1947. Current 
assets total £265,255, against current liabili- 
tes of £151,000, leaving a net surplus of over 
{114,000, which is a most satisfactory im- 
provement. 


During 1948 the company was adversely 
afiected by the very high cost of raw materials. 
Out of the total value of production during 
1948 raw materials accounted for 52.5 per 
cent. as compared with 38.4 per cent. in 1947, 
ad of these timber, plywood and veneers 
represented the greatest individual increase, 
having risen from 27.8 per cent. of total value 
in 1947 to 38.4 per cent. in 1948. As a result, 
adthough the turnover for the year showed 
a satisfactory increase, tracing profits fell by 
over £24,000. There is a net profit of £43,020 
for the year. The directors are maintaining 
the Ordinary dividend at 30 per cent. for the 
year. 


The turnover of our subsidiary, Davey and 
itage, showed a very substantial increase 
over 1947, and the trading profits have risen 
by over £14,000. The net profit amounts 
to £20,090 


The Sunderland factory was not de- 
tequisitioned until November. After due 
consideration and having regard to the diffi- 
tulties of obtaining plant and labour and to 
the fact that a large capital investment would 

necessary,we reluctantly decided to dispose 
of our interest and as a result nearly £18,000 


surplus on sale has been transferred to capital 
Tesetve. 


Despite partial decontrol of hardwoods, 
still remain many restrictions, but we 

be the position willcontinue to improve. We 
‘Mucipated the disappearance of the sellers’ 
market, and adopted the policy of constantly 
Mproving our products. This has created a 
Steady and increasing demand for our pro- 
$ and the turnover for the first three 
months of 1948 shows a satisfactory increase 
Over the corresponding period last year. Until 
the fee importation of softwoods is possible 
the subsidiary company’s favourable facilities 


Cannot be fully utilised. 
The report was adopted. 


“ SOFIN A” 


CONTINUED DEVELOPMENT OF 
UNDERTAKINGS 


" The annual shareholders’ meeting of 
Société Financiére de Transports et d’Entre- 
prises Industrielles (SOFINA) was held in 
Brussels on April 28th, Vicomte Van de 
Vyvere, Chairman of the Board, presiding. 

The following statements are extracted from 
the directors’ report : — 

In an economic system based on the volun- 
tary exchange of goods and services, reward 
constitutes the prime motor of economic 
activities. One of the characteristic features 
of a state-managed economy tending towards 
self-sufficiency is the manipulation of prices, 
regardless of repercussions on the capacity 
of other countries to produce and to consume. 
It is this disregard of such consequences 
which partly explains why price manipulation 
seldom achieves its purpose. The structure 
of prices is singularly complex; by modifying 
particular types of remuneration the risk is 
run of putting them out of line with other 
prices and of arresting the fiow of business ; 
if more beams are put into a building, it is 
likely to become less livable rather than 
stronger. 

The essay which, as in previous years, we 
are attaching to the present report. outlines 
a price policy, describing how prices are 
formed, how they affect the general well- 
being, and the limits within which Govern- 
ment intervention may adjust them without 
denget... 

During the past year we have increased 
our holdings in the United States, one of 
the countries in which economic freedom is 
sull most widely observed. We have con- 
tinued to develop our undertakings without 
letting ourselves be discouraged by obstacles 
which temporarily prevent us from placing 
the income vielded by these investments at 
the disposal of our shareholders. Furthet- 
more, we are studying various projects which 
would, in execution, respond to the aims of 
the European Organisation of Economic Co- 
operation and of the Western Union. 


MR D. N. HEINEMAN’'S ADDRESS 


Addressing the meeting Mr Dannie N. 
Heineman, chairman of the standing com- 
mittee described some of the specific obstacles 
which the progress of Sofina has encountered, 
while expressing his confidence in the com- 
pany’s future. 

In the company’s balance-sheet, as at 
December 31, 1948, “holdings in public 
funds and participations” are estimated at 
Bfr. 2,017,141,000. This item does not 
comprise, as was the case in previous years, 
“Government securities in U.S.A. dollars,” 
which now appear under a separate heading. 
Together with “ Cash on hand or on deposit ” 
(Bfr. 181,737,042.64) such Government 
securities (Bfr. 321,711,160.75) form a total 
of liquid assets amounting to Bfr. 
503,448,203.39. 

The profit and loss account shows a gross 
income of Bfr. 199,723,979.69, of which Bfr. 
21,875,000 were in the nature of exceptional 
receipts (arrears recovered and other). The 
part of the income which it has not been pos- 
sible to transfer to Belgium:—notably receipts 
in Argentine pesos—has been applied to 
amortisations, leaving a balance of Béfr. 
76,592,559.13. The amount of the “ excep- 
tional receipts” has been deducted from this 
balance and carried to the reserve fund. 

A net dividend of Bfr. 80 per share was 
declared. 





“ Prices and Prosperity ” is the subject this 
year of the essay which it is Sofina’s custom 
to issue with its annual report. 





Translations of the Report and Essay, and 
of the Address by Mr D. N. Heineman at the 
Shareholders’ General Meeting of April 28th 
are obtainable on application to Electric an 
Railway Finance Corporation, Limited, 
Claridge House, 32, Davies Street, London, 
W.1. ’ 
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BRITISH OXYGEN COMPANY, 
LIMITED 


ANOTHER RECORD YEAR 


The sixty-third ordinary annual general 
meeting of The British Oxygen Company, 
Limited, was held, on the 10th instant, in 
London. 

Mr S. J. L. Hardie, D.S.0., LLD. (the 
chairman), in the course of his speech, said: 
The year ended December 31, 1948, has 
again been a record year in our industry. 
The consolidated profit and loss account of 
the organisation shows an increase in the 
profits from £2,832,949 to £3,492,795, which 
is accounted for by expansion of our busi- 
ness at home and overseas. Against this, 
however, we have to meet an increase in 
taxation of approximately £300,000 from 
£1,074,786 to £1,361,112 and a substantial 
increase in depreciation and obsolescence, 
which leaves a balance attributable to The 
British Oxygen Company Group. of 
£1,200,531, as compared with £949,414. An 
interim dividend of 8 per cent. was paid in 
October, and the directors recommend that 
a final dividend of 12 per cent., less income 
tax, be paid on the ordinary stock. 


EXPANSION OF SALES 


The products of this company are essential 
to almost every industry. Sales of our main 
products in 1948 showed continuous expan- 
sion during the year and an increase of 25 
per cent. over the sales of 1947. The position 
today shows a great industrial achievement, 
and I would emphasise that output now is 
12} times what it was less than twenty years 
ago—in the early thirties. It is appreciated 
that the tremendous increase, while due to 
expansion of industry, is due also to the 
development of liquid oxygen production 
and distribution and to the new uses and new 
processes for the application of oxygen 
initiated by our organisation. Since the 
close of the year, sales have continued to 
expand and the indications are that they will 
continue in all our markets. : 

We shall continue to develop our works 
plant and equipment as we have done in 
past years, so that, even in peak periods, 
production of our vital products will be in 
excess of the demands of industry. The 
research and development department is 
playing, and will continue to play, an im- 
portant part in our organization. The work 
of this department in the low temperature 
and industrial gas field continues, and has 
already contributed to new and improved 
designs of oxygen plant for our expansion 
programme. 


WORLD WIDE RAMIFICATIONS 


We now operate, at home and overseas, 
152 wozks—an increase from 133 in the 
previous year—and when I tell you that 92 
of these works are overseas, it will give you 
an indication of the world-wide ramifications 
of our organisation. The ycar’s accounts 
show the development work already carried 
out and there are still large schemes under 
construction. 

The development and expansion of our 
overseas associated companies is in line with 
that of our home organisation, and the full 
resources of our research and development 
are at the disposal of the overseas organisa- 
tions, 

The consolidated balance sheet shows the 
strong position of the group, and it will 
be seen that the reserves and undistributed 
profits now amount to £5,112,561. Our 
capital developments over the next three 
years to meet the ever-increasing demand for 
our products at home and overseas are ex- 
tensive. The directors have under considera- 
tion a substantial issue of ordinary shares, 


subject to the approval of the capital issues 


committee. 
The report was adopted. 


: 
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Investment Statistics 


Company Notes 


Lancashire Stee! Corporation. — Con- 
solidated trading profit increased from 
£1,456,584 to £1,892,573 in 1948. The 
dividend of 8 per cent has been repeated 
on the A and B ordinary units. 

Ever Ready.—Net profit of £537,919 for 
year to February 28, 1949, compares with 
£531,370 for the previous eleven months. 
Net current assets exparided from £775,000 
to £.1,241,000 on the year. 

Textile Machinery Makers.—Consolidated 
net profit of Textile Machinery Makers in- 
creased from £221,077 to £995,646 in 1948. 
Deliveries were up by 85 per cent on the 
year. 

C. A. Parsons.—Net profit for 1948 was 
£178,735 against £139,597. An extension 
of borrowing powers from {2,000,000 to 
£3,000,000 is to be sought at the forthcoming 
general meeting. 

Guest Keen and Nettiefolds.—Group net 
profit of Guest Keen and Nettlefolds for 
period to December 31, 1948, amounted to 
£2,918,682. Owing to change in dates of 
making up accounts no precise comparison 
of profit is available. The dividend of 10 
per cent for period compares with 11 per 
cent for year to March 31, 1948. 

Coivilles.—Colvilles’ output of pig iron 
expanded by 59 per cent and steel ingots 
by 18 per cent in 1948. Expansion schemes 
involving £4,000,000 are under way. Gross 
group profit was £335,321 higher in 1948 at 
£3,637,875. 

Babcock and Wiltcox.—Group trading 
profit of Babcock and Wilcox expanded 
from £1,505,760 to £2,167,544 in 1948. The 
bank overdraft has been increased from 
£1,728,468 to £3,235,234. 

British American Tobacco.—At the annual 
meeting of British American Tobacco the 
chairman explained that the decision to 
reduce the dividend in 1948 was influenced 
by higher replacement costs and the stock 
position. 

Union Castle Mail Steamship.—Net profit 


of Union Castle Mail Steamship declined 
from £1,885,921 to £1,843,053 m 1948 but 
the latest figure includes only £170,381 com- 
pared with £231,184 for profits relaung to 
previous years and provisions written back. 
Moreover taxation required £2,046,134, 
including initial allowances, against 
£1,755,956 in 1947. The dividend of 6 per 
cent and 2 per cent bonus are the same as 
for 1947. 

H. and G. Simonds.—The interim dividend 
of H. and G. Simonds in respect of the year 
ending September 30, 1949, has been cut 
from 5 per cent to 4 per cent. A total of 30 
per cent was paid for 1947-8. 

British Oxygen.—Atr the annual meeting 
of British Oxygen this week the chairman 
stated “Our capital developments over the 
next three years to meet the ever increasing 
demand for our products at home and over- 
seas is extensive. The directors have under 
consideration a substantial issue of ordinary 
shares subject to the approval of the C.1.C.” 

Cater Brightwen.—Net profit of Cater 
Brightwen for the year to April 3, 1948, was 
£131,656 against £130,413. 


Associated Electrical Industries. 
Aggregate group trading profit of A.E.I. 
amounted to £6,219,892 in 1948 compared 
with £4,452,984. Group earnings increased 
from 43.3 per cent to 72.7 per cent. Capital 
expenditure during the year was £1,801,422 
against £2,001,330. Outstanding capital ex- 
penditure of the group at December 31, 1948, 
amounted to 2,255,000. Total reserves 
were increased from  £14,618,750_ to 
£16,598,032 in 1948. 


Capital Issues 


Stimpson Leathers.—Lists opened and 
closed on May 12th for the sale of 200,000 
5 per cent cumulative £1 preference shares 
at 2ls. per share and 443,000 5s. ordinary 
shares at 13s. 3d. per share. 

Sheepbridge Engineering.—Capital con- 
sists of £777,330 in £83,682 5 per cent 
cumulative participating 10s. preference 
shares and £693,647 in 10s. ordinary shares. 








Aggregate profits from engineeri 

ments (subject to income car, and Ruane 
at the rate of 15 per cent), plus income § - 
quoted and unquoted investments subjies o 
income tax: 1939, £243,192. 1947 
£269,392 ; 1948, £237,710. Assets ag 9” 
March 31, 1948: Fixed assets, LIBS. 
total current assets, £1,700,006 ; net curren. 
assets, £1,408,149. Dealings in preference 
and ordinary shares started on ‘Thursday 
May 12th. 


Federation of Malaya.—t ists opened 
aces = May 12th for the issue ” 
£8,050, at par in 3 per cent inscri 
stock, 1974-76. —_ 

The Old Bleach Linen Company.—t iy, 
opened and closed on Friday, May 13th, for 
the issue at par of £300,000 4! per cen 
unsecured notes, 1954-64. 

Thompson and Norris —Permission has 
been given by the C.L.C. to a free bony 
issue of two 5s. ordinary shares for every one 
held. The bonus shares will rank pari passu 
with existing shares. The issue will capi- 
talise £266,800 of reserves. 


New Issue Prices 


| Tssue Priee, 
aoe | Price May Il, 
| fa) 1949 
Associated Dairies, 5/- ......../ 8/15" 7/68 
Do. 5°, Cam. Pref., 1 ... 22/3* 21/9—22/6 
Australia, 3%, °75-77 “4 104 101—191} 
A.V.P. Industries, 6/8 ........ 7/0a §/3—5/9 
ie. ye. See Or Eee rrr la 33-97 
Brit.-Gas 3°, 1990-95 ........ 109 1004—-100§ 
Brooke Bond, Pref. .........-.. 20/9 | 21/7}-—21/10) 
Goodyear Tyre, Pref. {1...... 20,9 22/6—-22/9 
Bterrom: UG. Bi.) B/° ovis vecsccce 5/9° 374—3/10} 
RE Ee et 21 3* ' 21/0—21/3 
Hirst Brooke Southern, 4/- ... 454% 4/93-5/ 
Do. 5$% Cum. Pref. g1 ....) 21/0% — 20/9—21/5 


K. Shoes, 10/- .......-s+see2- | 19/74", 21/6—22/0 


Do. 43° Pref. 


Lawley (W. & J.), L/- ...... a: 4/ 0+ 4/14/35 
Patons & Baldwins Ord. ...... 85 0 55/6—36/3 
Pest Control, 5/- .......+008-. 8 14* 7/6--8/0 

Bor Bi Peek. .civec icici. a 20; 9° 20/3—20,9 
een AD Ws dew eases pba s 3/3 SU-34 
i EEE tos +. an ssh 3 ees 53/6 51/0—53/9 
Telephone Rentals, Pref. ...... | 21/6 23/0—23/9 
Wright, Hamer Textiles, l/- .. a l/3a Lly-ye 

Do. 6% Pref., 10/-: ........ 10/32 8 6-9/6 


(a) To public. * Placing. ¢ Dealt in at Birmingham 


TE cntualeshuleatesibhamd ideas bhai lamiatiniataheain cine pameeeatiitiliaenitielinthtnsiinnliagnanntraninncctinaee 
SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Siatistics Supplement. 


Notes on the following company 


reports appear in the Supplement: John Summers ; Babcock and Wilcox; Imperial Chemical Industries; Godfrey Phillips; 
Associated Electrical Industries; Ford Motors; Spillers; Colvilles. 
























| Net |; Gross Prices, | | , oad 

Basen 19 | Price, | Price, ; Yield, | Yield, Year 1949 |, Last Two Price, Price, | on 

; - ‘ Name ot Sec | May 4, May 1], May 1}, May 11, ‘ 31. Dividend: Name ot Security May 4, iv 11, May i, 

(Jan.1 to Mayli) 2 ae | “1949 1949" —=—«1949 1949 ' flan. 1 to Mayll . ) y9ag) 1949) 1989 
High Low (b) {c) i 





100% | 1004 [War Bonds 24% August 1, 1949-52); 100% 
1008 1008 Exchequer Bonds 13%, Feb. 15, 1950), 1004 


102% | 1014 |\War Bonds 24% March 1, 1951-53.|" 101% | 


103$ | 10188 «(War Bonds 24% March 1, 1952-54. 102 
104% | 1023 
1038 | 102% |'War Bonds 2}°% Aug. 15, 1954-56. 103 
104% | 102§ ‘Funding 23% June 15, 1952-57.... 103 


105% 104% Nationa) Def. 3% July 15, 1954-58) 105} 


106% | 1049 War Loan 3% Oct. 15, 1955-59... 105} 
1048 | 103 Savings Bonds 3% Aug. 15, 1955-65 1044 
1029 | 101f =|Funding 24° April 15, 1956-61. .../! 102 
104% | 103 | Funding 3° April 15, '1959-69..... |, 103 
15$ | 113% | Funding 4° May 1, 1960-90...... |, 113% 
103% | 102} |/Savings Bonds 3% Sept. 1, 1960-70, 103} 
93 98} Savings Bonds 24% May 1, 1964-67) 99 
6} | 1144 | Victory Bonds 4% Sept. 1, 1920-76), 115 
103% | 101% Savings Bonds 3% Aug. 15, 1965-75, 102 
1104 | 1094 |Consols 4%, (after Feb. 1, 1957)....|| 110 
107# =| 105% Conversion 1¢ (after Apr. 1, 1961) 106 
814 | 794% ||Treas. Stk. 24%, (after Apr. 1, 1975) 81 
lo | 984 |\Treas. Stk. 3% (after Apr. 5, 1966).| 100 
1024 , 100§  Redemp, Stk. 3% Oct. 1, 1986-96..' 101 
81 Fg oe BR RRS eS ; $1 
103%, | 101 |Brit. Elec. 3% Gtd. April 1, 1968-73) 103 
1034 | 101} ||Brit. Elec. 3% Gtd. Mar, 15, 1974-77), 102 
102% | 100) Brit. Trans. 5% Gtd. July 1, 1978-88) 102 
103 Brit. Trans. 3% Gtd. April 1, 1968-73!) 102 
lol | Brit. Gas Gtd. May 1, 1990-95...... 1 100 





*tuption yields on stocks optionally or tna 


at the latest date (marked ‘f'} 


\War Loan 34% (after Dec. 1, 1952))) 103 4x! 


} 















L . £ , | ce: lj | 
1003 | 01710'2 3 2! ise ther Securitie, =| if ek 
100% | 0 9 4,110 O | 106) | WH | (d) | Australia 3% 1965-69.....|) 105} | 105) [217 0 
101g (0 610/221 Ge} 105— | 101 | (4) Birmingham 23% 1955-57../ 102, | 103_ | 2 7 0 
102 031 5.115 3¢] Of | SA) 90 ¢} 50 © \Angio-American Corp. 10/-./ 64 6% | 30 3 
102jxd.} 1 1 5 21110 9% | 7$ | 25 b| 5 a Anglo-Iranian Oil, {1...... | 6x 8 | 312 6 
| 102% 11 0 0/2 or} 80/3!) 13/9!! 5 @!] 10 + \\Assoc. Blectrical, Ord. £...|) 77/6 , 71/6 | 3M 
(1024xd 1 3 7/2 7 BE} 82/6 | %6/- 15 ¢} 15 © |Assoc. Port.Cem.,Ord.Stk.{1), 81/- 79/- | 315 ul 
105) 1 1 4/2 8 81} 33/20}, 27/10) 40 €| 40 © Austin Motor,‘A’Ord.Stk.5/-|) 28/7) 27/6 (7 . 
105 613 1;)2 9 Ti 8l/- | 76/4 7 a| 7 /|Barclays Bank, Ord. ‘B' fl.) 79/- | 78/- | 311 
1044 (1 8 0/225 of | 181/9 | 150/- | t12$a} $1246 | Bass Ratcliff, Ord. £1...... | 153/6 | 153/14} 3 9 HF 
1024/1 4 0/2 6 52} 103/9/ 97/3 |) 8 a) 12 6 British Oxygen, Ord. 41....)| 100/7) | %9 41 : 
1033 | 1 810} 215 414 38/9} 35/ aha 5 b ‘Courtaulds, Ord. a “se age i 37/9 | 31/3 1.8 > 
113) 018 3| 211 le] 30/-| 25/6) 22}e 7} | Distillers Co. Ord. 4/-.....! 28/14, 27/3 | 4 0 ; 
103, 1 911/216 101] 34/- 31/9 8 ¢ 8 ¢|\Dorman Long, Ord. ao; | 32/9 | 29 | 4 a 
993 18 4/2 Off TY/-!| 63/6) 15 e€| 15 ¢ Dunlop Rubber, Ord. f1...! 68/9 68/3 | 4 7 9 
116 {2 123) 2 14 21°] 49/44) 45/10), 3 @! 7 6 imp.Chem. Ind.,Ord.Stk.41, 47/-xd_ 4% Thxdl 4 a 
102° .11010}217 9! 64) 5 13ha| 1845 Imperial Tobaceo, {1..... i 548 5h rey ; 
110% 01711;213 6f] 47/ 39/- | 10 c¢} 10  |\Lanes, Cotton. Ord. Stk. 41), 59/- 39/5. | 5 > 
106 17 4/218 2¢] 51/6 43/103) 10 ¢| 10 ¢ Lever & Unilever, Ord. £1...) 46/6 47/6 | 4 3 
80 1141/3 2 If} 61/6} 52/6) 10 ¢} 15 ¢|\London Brick, Ord. Stk. £1) 60/- | 58/9 15 ts 
1 113 0)3 0 if} 33/8) 44/- | Slim) Tha 'P'chin J’nson, Ord. Stk. 10/-; 47/3 a1 ae 
101 112 3}219 27] 52/3} 44/-} 12 ¢| 12 a\\P & O., Def Stk. £1..... 4; 50/9 51/6 | 4 .o 
814 11321!3 1 Bf] 338 S14 TTT Ay c it 77 7 © |Prudential, ‘A’ {1........- H Sty + +0 
1024 110 6/217 OF} 57/9) 86/- | Wee) 12) © |/Stewarts & Lloyds, Det {1.! 56/3xd) 56, 5x 4 ee 
102% 11010'217 81 78/9; 63/9! t2ha' 15 6 |) ‘Shell’ Transpt. Ord.Stk.{]) 66/5 65/7} 2 1B 0 
102 112 0/219 ll 64 | 6 | 12b6) 124 (Tube Invst., Ord. Stk. {1..|) — 64 64 | oie fl 
1 '2 87/- | 75/3 || Mbd 34a ‘Turner & Newall, Ord. Stk.f1 79/9 79’ (3 :e 
] 85/3 | 19/3) 15 6) 55 2 |\Woolworth (F Wy Ord. 5 i} 83/9 | 84/- rf 





y eemabie within the next five years 
are worked out on the assumption that they will be repaid at the earliest date. Redemption 
yields on other dated stocks assume that stocks paying over 3 per cent will be redeented 
at the earliest date (these are marked ‘e’), and those paying 3 per cent or tess will be repaid 
(n) Net yields are calculated after allowing tor tax at 





(b) Finai 
redemption date ) To 


ia) Interim 


% ind if) Plat yield *Assumed average life 15 years 6 months ° 4 Free of tax 










te) Fo sashes’ 
Yield basis 25% 


(c) Whole year (ad) tat. paid halt-yearly 


lates’ redemption date im) 15 months 
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THE ECONOMIST, May 14, 1949 





Statistical Summary 


EXCHEQUER RETURNS 


For the week ended May 7, 1949, total 
ondinary revenue was £95,853,000 anpiiet 
ordinary expenditure of £53,560,000 and 
jgsues to sinking funds £720,000. Thus. isk 
Jading swking fund allocations of {1,197,000 
the surplus acerued since April Ist is 
(64,743,000 against 4120,788,000 for the 
comesponding period a year ago. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 










Receipts into the 
Exchequer 
(¢ thousand) 


Esti 
es. April | April 
poe” eta 1 | Week Week 
to } to ended | ended 
May | May | May. May 
8, 7. 8, i, 
1948 1948 | 1949 












115,828 92, 9,575, 15,403 
11,700 13,5 1,300 1,550 
19,750, 18,300) 3,900 3,400 
6,600 5,400) 1,250 1,300 
10,400 =20,300) 1,100 1,800 
22,500, 6,300) 4,250! 1,300 


50 5 
4,100... 


Sur-tax ....-- 105,006 
Estate, ete., Duti« 
StampS....-- 48,500 
Profits Tax .... \ 240,00 
BP Tasew---J - 
Other Inland Rev 1,06 
SpecialContributn. 25, 00¢ 
Total Inland Rev. 2085500 


















800 
186,828 160,012} 21,380 25,553 
88,374 80,185 
100,800 = 78,906 


24,319, 18,958 
58,001 27,000 





Total Customs & 


Excise ....... . 1495250) 189,174 159,085 62,320. 45,958 


Motor Duties 54,000) 3,206 4,179 1,304 1,541 
Surplus War Sto 44,00 1,128 21,80 126. 20,688 
Surplus Receip! 

from Trading 18,00 ong AR eer ey a3 
P.O.{Net Receipts v 2,760 1,954 2,000, 1,300 
Wireless Licences 12,004 800 ‘D, Siok 
Crown Lands... . 1,00 160 10¢ 


} 
1,530) ... 
518 9813 


89,178 95,855 


Receipts frou 
Sundry Loans 20,00 
Miscell. Receipts.. 50,00 


Total Ord. Rev 


1,636 45 
10,737 14,68 


Sexe-BALaNncinG 
Post Office....... 159,63 
leoome Tax on 
EP.T. Refunds 5,706 


14,600 14,600] 2,200, 2,700 


769 33 277 269 


— 3943080! 411,798. 37,7221 91,655. 98,822 













Issues out of the Exchequer 
to meet payments 
(£ thousand) 








| Esti- 
a , | April | April 
Expenditure | at 1 1 Week | Week 
i ? to ended | ended 
May May | May | May 


8, ’ 
1948 | 1949 






8, 7, 
1948 1949 


| to 
| 








RDINARY 
EXPenpivurE 
Int. & Man. of 
Nat. Debt..... 485, 
Payments to N. 
land... .. ' 


| 
65,777 64,74 
1,529 1,93 


3,899 19,695 
764 «= 965 


| 


4,664 20,660 
28,100 22,900 


32,764 53,560 
320, 720 


Tela... 527,0 : 
Supply Services .. 2781568] 207,268 229,67 
Total Ord. Expd.. 3308368] 274,867 296,85: 
Sinking Funds .. . i 774, «1,19 




















Total (excl, Self- 
Bal, Expd.) ... 3308368 






275,641 298,049 33,084 54,280 


Seur-Barancine 
Post Office... . . 159, 
Income Tax on! 
EPT, Refunds! 5,70 


2,200, 2,700 


Total... .... 34736981 291,011 312,979 35,561 57,249 





After increasing Exchequer bal s by 
reasing E yuer balances by £339,693 to 
£3,459,849, the other operations for the week increased 
Hoss National Debt by £37,083,289 to £25,221 woillion. 


NET RECEIPTS — 
Tithe Act, 1936, . IPTS (£ thousand) 


akdeeabeds anh cheats ote 450 

NET ISSUES (f t and 
Post Office and ‘Ti legraph.. : ¥ Se bdiaiew bn 550 
Dc rerst pene iee te aschas cs 328 


te (Scotland), 1944, sec. 4(2) and Housing 
+ mane ial Prov isions) (Scotland), 1946, see. 13/2) 404 
44) Authorities Loans Act, 29485. . os. ccccccnsa 2,900 


Acts, 1946 and 1947: Posiwar Credits.. 417 


" CHANGES IN DEBT (£ thousand) 
reasury Bills 33,732 Nat. Savings Certs. 400 
23% Def. Bonds. . . 337 3° Def, Bonds. .. . 510 
Tax Reserve Certs. 11,326 3° Ter. Annuities. 1,310 
Other Debt :— 








Internal ....... §12 
Extermial ...... 2,521 
Ways & Means Ad- 
Wes. 5605 2 ike 54,225 
Treasury Deposit 
Receipts ....... 23,000 
45,395 82,478 


———— 





FLOATING DEBT 
(4 million; 








Ways and 























treasury Means 
Date Bills Advances 
Pubtic 
Pendes Depts 


2160-5 |} 6048+e 
5951-1 
5895-2 
5962-7 
5946°8 







2197-0 
» 12[2210-0} 2199-4 
» 19}2210-0] 2267-0 
» 2612210-0] 2284-6 














weree 





2271-2 
» 129. 2210+0} 2265-5 
» 1912210-0] 2245-4 
x 3] 4418-4 


5928-5 
5906-0 
5950-9 
9897*4 


5907-0 


a 
wwe 










2221+ 
15] 2210-0 | 2221+1 
23} 2210-0 | 2236-2 
30} 2210-0 | 2217-5 


2251-2 





A MQ 





TREASURY BILLS 


(4 million) 













Amount 
Date o} 
Tender 
















170-u 170+v 





» Ab | 270-0 | 288-3 | 170-0] 10 6-13 ce) 
” 18 | 170-0 | 278-7 | 170-0 10 573 50 
” 95 $.170-0 | 278-2 | 170-0] 10 +54 50 
Mas. 4] 120-u | 350-9} 1i0-0 | 10 4+55 28 
» 41 | 200-0 | 302-8 | 170-0} 10 6-42 43 
"48 | 170-0 | 272-5 | 1T0-0 | 10 5-85 54 
25 | 170-3 | 307-7 | 170-U | 10 4*96 32 





170+ 
110-0 
170- 
i70+0 


Ape. 1 | 170-0 | 284-0 

8 | 170-0 | 288-5 
” 44 | lived | 298-4 
"22 | 170-u | 299-0 
"99 | 170-0 | 301-9} 170-0 


Ma 6 $170-0 | 313-3 | 170-0 
On May 6th applications for bils to be paid on Monday, 


“Tuesday, Wednesday, Thursday and Friday were accepted 


as to about 39 per cent of the amount apphed for at 
£99 lis. 4d. and applications at higher prices were accepted 
in tull, Applications for bills to be paid on Saturday 
were accepted at £99 17s. 5d. and above in full. £170 
million (maximum) of Treasury Bills are being offered 
for Mav 13th. For the week ended May 14th the banks 
will be asked for Treasury deposits to the amount of 
£60 million (maximum) at 6 months. 


NATIONAL SAVINGS 


(£ thousand) 








otal, 


W eek Ended Apr. 1 to 


May 1, | Apr. 30,} Apr. 30, 
1948 | 1949 1949 
















Savings Certificates :— 


2,000 | 2,300 

















Receipts... .ccccccescses 10,600 
Repayments ....eee-006 2,550 | 2,600 9,650 
Net Savings ...... pa auy Dr. 550 Dr. 300 950 
Defence Bonds :— ——-— =f --—-- 
Receipts. ...... Sweeteens 745 | 815 3,270 
Repayments ....-.+.-++- 905 | 813 3,045 
Net SavingS ........++-- Yr. 160 2 225 
P.O. and Trustee Savings =| 
Banks :— 
Receipts. ....cceeessenes 11,618, 11,723 | 61,309 
Repayments ....... -eees | 11,388 | 12,423] 57,600 
Net Savings ...+++-++-++- 230 ‘Dr. 700 3,709 
Total Net Savings......... yw. 480 Dr. 9984 4,884 


Interest on certificates repaid 
Interest accrued on savings 
remaining invested ...... 


459| 520] 1,930 
2,319 | 2,390 









BANK OF ENGLAND 
RETURNS 


MAY 11, 1949 


ISSUE DEPARTMENT 


£ 
Notes Issued: Govt. Debt... 11,015,100 
In Circulation 1276,087,590 Other Govt. 
Tn Bankg. De- Securities ... 1288,265,332 
partment .. | 24,150,243 | Other Secs.... 708,055 
Coin (other 
; than gold)... 11,513 


; Amt. of Pid ———--—-—— 
| Iesuein tink. 1300,000,000 
Gold Coin and 

Bullion = {at 








172s. 3d. per 
oz. fine)... .. 247,833 
1300,247,833 1300,247,833 
BANKING DEPARTMENT 
£ { f 
Capital ..... . 14,553,000 | Govt. Secs,... 330,143,941 
Bi cb censcs 3,334,657 | Other Secs.:- 44,855,258 
Public Deps.:- 10,687,488 | Discounts and 
Public Acets.* 9,999,218 | Advances... 18,818,642 
H.M. Treas. | Secwrities.... 26,036,616 
Special Acet. 688,270 
Other Deps.:- 374,746,767 
Bankers..... 287,922,840 | Notes........ 24,150,243 
Other Accts... 86,823,927 | Coin......... 4,172,470 
403,321,912 | 403,321,912 


* Including Exchequer, Savings Banks, Commisssoners 
of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 


(4 million) 


1949 







April | May | May 
Se ee, Fok a 


ept. i— | 
Notes in circulation. .... 280+ 3:1278-81276-1 
Notes in banking depart- i 
WONG A. estilo ses bi 19-9, 21-4 24-2 
Government debt and i 
SOCUTIIEE®: . bes cediv eve * 41299 - 2'1299-4)1299-3 
Other securities......... y | 608 0-6 0-7 
a ee Te 0-2 0-2! 0:2 
Valued at s. per fine oz... 172/3| 172/3| 172/38 
Banking Dept. :— } i 
Deposits :— } 
ublic Accounts ........ 16-8 8-8 10-0 
Treasury Special Account 0-7 0-7 0-7 
BDashete ss. fo OA 289-9) 292-6; 287-9 
AOS. «oni ccpiceteses 92-0) 87-4) 86-8 
FOU 8. CA rij tis 399-4 389-5) 385-4 
Securities :-— | i 
Government. ........... 347-7) 355-7) 330-1 
Discounts, ete........... 13-7; 14-8 18-8 
OE ai Shs diitnths te ess 31-6} 31-3) 26-0 
SOME. once tenciecae 393-0} 381-8 374-9 
Banking dept. res.......... 24-2) 25-6) 28-3 
ot ee 
“ Proportion”. .......6.6. 6-0) 6-5) 7-3 





* Government debt is £11,015,100, capital £14,553,000 
Fiduciary issue reduced from {1,350 million to £1,300 
million on March 4, 1948. 


GOLD AND SILVER 


The Bank of England's Official buying price for gold 
remained at 172s. 3d. per fine ounce throughout the week. 
Spot cash prices were as follows :— 


f 


Si_ver 


Te 
London New York; Bombay 
x ounce!per ounce per 100 tolas 


1949 
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WE INVITE YOU 


to make use of the services of this Bank’s Travel, 
Commercial Intelligence and other departments, 
in which connection handy and concise booklets 
are available on application. 

Advices from a network of branches enable us 
to give practical and up-to-date information on 
all aspects of industrial, commercial and social 
Conditions throughout Australia and New Zealand 


UNION BANK 
OF AUSTRALIA 


LIMITED 
Head Office : 
CORNHILL, LONDON, 





Branches throughout 
Australia 


and New Zealand 71, E.C.3. 





NATIONAL BANK OF EGYPT 


Ancorporated in Egypt. _ 
Liability of Members is Limited. 


Head Office - -- CAIRO 


Commercial Register No. 1 Cairo. 


FULLY PAID CAPITAL -~ - 


£3,000,000 
RESERVE FUND = =: _ -_ £3,000,000 
London Office: 


6 & 7 King William Street, E.C.4. 


Branches in all the Principal Towns in EGYPT and the SUDAN 











REFUGE ASSURANCE COMPANY, LTD. 
Chiet Office: OXFORD STREET, MANCHESTER, 1 


ANNUAL INCOME EXCEEDS £18,000,000 
ASSETS EXCEED £107,000,000 
CLAIMS PAID EXCEED €196,000,000 


(1948 Accounts) 


SUEZ CANAL COMPANY 


NOTICE IS HEREBY GIVEN that the Annual General Meeting of 
shareholders will be held at the ‘*‘ Salle d'Iéna,’’ 10 Avenue d’léna, Paris, 
on Tuesday, June 21, 1949, at 2.30 p.m. 

Holders of not less than twenty-five shares who are desirous of being 
present or represented at the Meeting must prove at the Head Office 
of the Company, 1 rue d’Astorg, Paris, before 2.30 p.m. on Thursday, 
June 16, 1949, that they have deposited their shares with the Company 
or with any of the Company's appointed Agents. 

Shares may be deposited in London with Messrs. N. M. Rothschild 
& Sons, who will in due course deliver a card of admission for the 


Meeting. 
MICHEL HOMOLLE, Le Directeur Général. 
UNIVERSITY OF LONDON 
A lecture entitled ‘‘ Business Cycles—A Technical or a Philosophical 
Explanation?” will be given by Prof. Léon Dupriez (University of 
Louvain) at the London School of Economics and Political Science, 
Houghton Street, W.C.2, on Friday, May 20th, at 5.0 p.m. 
ADMISSION FREE, WITHOUT TICKET. : 
JAMES HENDERSON, Academic Registrar. 


A® ASSISTANT APPOINTMENTS OFFICER is required by DURHAM 
44 UNIVERSITY APPOINTMENTS BOARD to assist the Appointments 
Officer with interviewing and advising students requiring appointments 
of a non-technical nature, and to be responsible to him for certain 
sections of the work. The appointment is open to men and, all other 
things being equal, a University graduate will be preferred. The salary 
will be on a scale rising to £850, together with family allowance and 
superannuation and the initial salary will be according to qualifications 
and experience. Further particulars. should be obtained from the 
Appointments Officer, King’s College, Newcastle-upon-Tyne 1, to whom 
applications (8 copies) must be sent by June 8, 1949. 


SSISTANT ACCOUNTANTS urgently required by PERSIAN GULF 
44 OIL COMPANY. 

(a) ASSISTANT TO RESIDENT ACCOUNTANT, Must be A.C.A. 
or A.S.A.A, and have commercial accounting and general administra- 
tive experience. Salary £1,200 p.a. tax free. 

(b) ASSISTANT ACCOUNTANT. For duties involving contracts 
checking and internal audit. Must be A.C.A. or A.S.A.A. and have 
some professional or commercial experience after qualifying. Salary 
£1,100 p.a. tax free. 

Free messing and accommodation. Kit allowance. Age in both cases 
under 35, Write, giving brief details experience, age, etc., and quoting 
(a) K.785 or (b) K.860, to Box ‘‘ W.K,’’ c/o J. W. Vickers & Co., Ltd, 
7/8, Great Winchester Street, London, E.C.2. : 





QREQRD- man, "25, married, ‘graduating December in Politica, 
i y conomics, desires post witl spe Sorn- 
tinent or USA —Box 123. se eee ee 


YON TINENTAL HOLIDAYS in your OWN CAR. All arrangements 
. made. Personal service. Motorists’. Travel Club Ltd. (Dept. §), 
109, - Piecadiily, London, W.1. . Tel. GROsvenor 8755. 
Printed in Great Britain by St. CLEMENTS PRE 
at 22 Ryder Sereet, St. James's, Loadon, S.W.1. 





THE ECONOMIST, May 14, 1949 












Established nearly 9 years 







Represented at over 260 points 
in New Zealand and at Melbourne, 
Victoria ; Sydney, New South Wales: 

Suva, Fiji; Apia, Samoa, 


Head Office: WELLINGTON, N.7Z. 
P. L, Porter, General Manager 


London Office: 
i, Queen Victoria St., E.C.4. 
©. M. Samuel, Manager. 





Head Office : Branches throughout 


SCOTLAND 


EDINBURGH 


ESTO. 1825 
LONDON OFFICES: 37, Nicholas Lane, E.C.4; and 
18/20, Regent Street, Piccadilly Circus, $.W.1, 


Every description of Banking Service undertaken 





ASSOCIATION OF CER’TIFIED AND CORPORATE 
ACCOUNTANTS 
APPOINTMEN'’TS REGISTEK 

Employers seeking the services of Certified Accountants are asked to 
write to the Secretary of the Association, 22, Bedford Square, London, 
W.C.1. (Telephone: Museum 5163.) 

BRITISH ELECTRICITY AUTHORITY 

Applications are invited for the post of ASSISTANT IN THE 
ABSTRACTING AND TRANSLATION SERVICE which is attached to 
the Secretary’s Department at the Authority s Headquarters in London 

Candidates must possess some engineering knowledge, together with 
ability. to abstract and, if necessary, translate matter appearing in 
technical publications of interest to the industry. A good standard of 
proficiency in French or some other European language is essential, 
and a working knowledge of a second foreign language would be 4 
distinct advantage. 

The salary will be within Grade “A” of the Interim Scheme of 
Salaries as agreed by the National Joint Council (Administrative and 
Clerical Grades) i.e. between £280 and £480 per annum inclusive of 
**London Weighting,”’ the point of entry being dependent on age and 
qualifications. 


Applications, stating age, qualifications and exp: should be 
forwarded to D. MOFFAT, Director of Establishments, b h Klectricty 
House, Great Portland Street, London, W.1, to be received not later 
than June 6, 1949. Please mark top left hand corner o! : lope AE// 


COUNTY BOROUGH OF BRIGHTON 
BRIGHTON TECHNICAL COLLEGE 
Principal: G. E, WATTS, M.A., Ph.D., F.R.LC, 
SENIOR LECTURER IN GEOGRAPHY required from September 
next to teach the subject up to Final Degree standard with special 
reference to Economic and Political Geography, Ability to cller 
Economics as subsidiary subject a special recommendation. 


Salary in accordance with Senior Assistants Scale of Burnhaw 
Technical Report. 


Further particulars and forms of application obtainable from the 
undersigned. Completed forms to be returned, with copies of two 
recent testimonials, to the Principal, Brighton ‘Technical College, 


within 14 days, 
W. G. STONE, Education Officer. 
64, Old Steine, Brighton. 


NEW ENGLISH ART CLUB Spring Exhibition at ROYAL INSTITUTE 
GALLERIES, 195, Piccadilly. 10-5 (Sundays 2-5). 


MURRAY-WATSON 


LIMITED 
Advertising & Marketing 


Home and Overseas 


1s SOUTH MOLTON STRERT, LONDON, W.1. GROSVENOR 55089 
DUDLEY, WORCESTERSHIRE: DUDLEY 3162 


ana egeegiie dieses becentepnttiinties a alata iain istatiamcidts ed ead tstibecmttaaintessisinitiaieiuinista tiie 
NTS Press, Lrp., Portugal St., Kingsway, London, es Published weekly by THe Economist Newsrarer, Lt, 
U.S. Representative: R. S. Farley, 111, Broadway, New York, 6.--Saturday, May 14, 1949. 
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